UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSON

Before Commissonas Pat Wood, 111, Charman;
William L. Massey, Linda Bresathitt,

and NoraMeed Browndll.
Midwest Independent Transmisson Docket Nos.  RT01-87-000
System Operétor, Inc. RT01-87-001
ER02-106-000
ER02-108-000
Not consolidated

ORDER GRANTING RTO STATUSAND
ACCEPTING SUPPLEMENTAL HLINGS

(Issued December 20, 2001)

On January 16, 2001, the Midwest Independent Transmission Sysem Operetor, Inc. (Midwest
1S0) submitted a compliance filing in accordance with Order No. 20002 Subsecuent evertts led
Midwest SO to amend its compliance filing on August 31, 2001. Midwest 1SO datesthat under its
current structure, as supported by the Inter-RTO Cooperation Agreement with Alliance Companies
(IRCA), it tidfiesdl of the required characteristics and functions of aRegiond Transmisson
Organization (RTO) under Order No. 2000.

For the reasons discussed be ow, we find that Midwest 1ISO'sRTO proposd satisfiesthe
criteriarequired under Order No. 2000 for RTO datus. Accordingly, wewill grant Midwest 1SO
RTO datus as discussed bdow. We dso acoept two supplementd filings as discussed in the body of
thisorder.

We bdieve that aproperly formed RTO in the Midwest will greetly benefit the public interest
by enhancing the rdighility of the Midwest dectric grid and fadllitating and enhancing competition. It
will accomplish this primarily through its Sandardization of therates, terms, and condiitions of

!Regiond Transmission Organizations, Order No. 2000, 65 Fed. Reg. 809
(January 6, 2000), FERC Stats. & Regs. 131,089 (1999) (Order No. 2000), order on reh'g, Order
No. 2000-A, 65 Fed. Reg. 12,088 (March 8, 2000), FERC Stats. & Regs.
131,092 (2000) (Order No. 2000-A), gf'd sub nom. Public Utility Didrict No. 1 of Shohomish
County, Washington v. FERC, Nos. 00-1174, ¢ d. (D.C. Cir. 2001).
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trangmisson service over abroad region. With this order, and others that we are issuing concurrently,
we hope to hdp Midwest ISO achieve subgtantid benefitsfor Midwestern customers.

l. | ntroduction

Today the Commisson isacting on five interrdated orders intended to move the process
forward in establishing an optimaly szed RTO in the Midwest and to support the establishment of
vidble for-profit tranamission companies that operate under an RTO umbrdlaand may, depending on
thair levd of indgpendence from market particpants, perform certain of the RTO functions contained in
the Commission's Order No. 2000. In teking today's actions, we have made findings asto the RTO
gructure that we condude best srves the public interest in the Midwest. Our decigonsin thesefive
orders recognize the redlities and needs of the Midwestern wholesdle dectricity market and tekeinto
acoount the views of the Midwestern State commissons. However, our actions should not be
condrued to prgjudge other types of RTOsin other parts of the country, induding asructurein which a
for-profit transmisson company could be an umbrdla RTO.

For two years now, Snce the issuance of Order No. 2000, dectric indudry participantsin the
Midwes, State commissons, and this Commisson have sruggled with an aray of different proposds
and issues and how best to achieve a seamless wholesdle power market in the Midwest. While both
Midwest |SO and Alliance Companies have spent condderable money and resources in developing
and atempting to reconcle tharr competing proposals, the Commisson isat a point where we must
meke some difficult decisions with repect to the competing proposds. Based on the record before us,
and taking into account the views of the mgority of the Midwestern State commissons, we conclude
thet Midwest 1SO's proposal mogt fully complies with the vison and requirements of Order No. 2000,
in particular the requirement that an RTO be of sufficent scope, and thet the Midwest 1O therefore
should sarve as the foundation upon which aMidwest RTO should be built. Inthisregard, we are
confident thet the Alliance Companies desre to be a viable tranamisson busness can be
accommodated under the Midwest ISO umbrdla

In today'sfive orders, we take the following soedific Seps
(1) approve the Midwest 1SO asan RTO (Docket No. RT01-87-000, et d.);

(2) goprove Internationd Transmisson Company's request to trandfer operationd contral of its
tranamisson fadlities to Midwest 1SO; and accept an agreement between Internationd Trangmisson
Company and Midwest 1SO that would dlow Internationd Transmisson Company to bean
independent transmisson company that would share certain RTO functions with Midwest 1SO (Docket



Docket Nos. RT01-87-000, & . -3
No. ER01-3000-000, et d.);

(3) preiminarily gpprove the digpogtion of Internationd Transmisson Company's tranamisson fadilities
to an uneffiliated entity with no ownership interest in amarket participant, thus fadlitating a dand-done
tranamission company under the Midwest ISO umbrdla (Docket No. EC01-137-000);

(4) condude that Alliance Companies, which filed for goprovd asasgparate RTO, lacks aufficient
soopeto exig asagand-done RTO; but direct Alliance Companiesto explore how ther busness plan
(induding the proposd for Nationd Grid to become the managing member of Alliance) can be
accommodated within the Midwest ISO (Docket No. RT01-88-000, ¢ d.); and

(5) grat in part and defer in part Nationd Grid's request for adedaratory order thet it is not amarket
participant and dismiss Alliance Companies business plan (Docket No. EL01-80-001, et d.).

We now turn to the pedific actions taken in the above captioned dockets.

. Backaround

By order issued September 16, 1998, the Commisson conditiondly goproved the formation of
the Midwest 1S0.2 On October 13, 2000, Dynegy Inc. filed on behdf of Illinois Power Corporation
(INlinois Power) anatice of 1llinois Power's intent to withdraw from Midwest 1SO.  Subsequently,
Ameren Corporaion (Ameren) and Commonwedth Edison Company (ComEd) announced their intent
to leave Midwes 1SO. This prompted the Commisson to order settlement judge procedures, which
resulted in a Settlement agresment (Settlement) among the Midwest 130, Alliance Companies and
cartain tranamisson owners (TOs) in the Midwest ISO. On May 8, 2001, in lllinois Power Company,
et d.,3 the Commission accepted the Settlement, which, among other things, dlowed [llinois Power,
Ameren and ComEd to withdraw from Midwest |SO, and in conjunction with the IRCA, provided
guidance to fadlitate the devel opment of a seamless Midwest market. In lllinois Power, the
Commisson dated its expectation that Midwest |SO would supplement its origind RTO compliance

2Midwest Independent Transmission System Operator, Inc., et d., 84 FERC 161,231
(September 16 Order), order on recondderation, 85 FERC 161,250, order on reh'g, 85 FERC
161,372 (1998). In addition, the Commission conditionaly acoegpted for filing an open access
transmisson taiff for Midwest 1SO (Midwes 1SO Tariff), and an Agreement of Trangmisson Fadlities
Ownersto Organize the Midwest Tranamission Sysem Operator, Inc. (Midwest |ISO Agreament), and
established hearing procedures.

3See lllinois Power Company, 95 FERC 161,183 (2001), rehg denied, 95 FERC 161,026
(2002) (1linais Power). The IRCA requires Alliance Companies and Midwest 1SO to coordinate
activitiesfor tranamisson and tranamisson-rdated services, and outlines Sepsto assid the partiesin
complying with Order No. 2000 reguirements.
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filing to reflect the effect of sUbssquent events Sncethe time of itsinitia compliancefiling.*

On Augud 31, 2001, in response to Illinais Power, Midwest |SO filed asupplement toits
origind Order No. 2000 compliancefiling to reflect the effect of subsequent events. Midwest 1SO
datesthet its compliance filing demondrates that Midwest SO, operating within the framework of the
Sattlement, satisfies the scope and configuration requirements of Order No. 2000. Midwest 1SO
requests that the Commisson find that Midwest 1SO meets the Commisson's requirementsfor RTOs,
established in Order Nos. 2000 and 2000-A.

On October 11, 2001, the Commission issued Opinion No. 453 which affirmed in part and
darified in part,® theinitia decison issued by the judge who presided over the hearing ordered in the
September 16 Order.

On October 15, 2001, in compliance with certain directivesfromthe  September 16 Order,

Midwest 1O filed its Summary of Operating and Emergency Procedures (Docket No. ER02-106-
000) and its proposed Market Monitoring Plan (Docket No. ER02-108-000).

Order No. 2000

In Order No. 2000, the Commisson recognized theat there continue to be important
tranamisson-rdated impediments to a competitive wholesde dectric market. Theseimpediments
indude the enginearing and economic ineffidendes inherent in the current operation and expangon of
the tranamission grid and the continuing opportunities for trangmisson ownersto unduly discriminate in
the operation of thar tranamisson sysemsto favor their own or their &ffiliates power marketing
ativities® The engineering and economic ineffidencies the Commission identified and sought to
addressin Order No. 2000 resulted from the lack of regiond coordination of an interconnected
trangmission grid.” The Commission conduded that a properly structured RTO could provide
sgnificant bendfitsin the operation of the tranamisson grid. A successful RTO would, through
trangmisson grid management, improve grid rdidhility, remove remaining opportunities for
discriminatory transmisson practices, improve market performance, and fadlitate lighter-handed

4llinois Power at 61,647.

SMidwest Independent Transmission Sysem Operdor, Inc., &t d., 97 FERC 161,033
(2001) (Opinion No. 453).

®Order No. 2000 at 31,003.
’Id. at 31,004.
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regulation.® These efficiendies would indude, among other things, regiondl transmission pricing,
improved congestion management of the grid, more accurate cdculation of tota transmisson cgpability
(TTC) and avallable tranamisson capahility (ATC), more efective management of pardld path flows
reduced transaction costs, and fadilitation of State retail access programs.®

In order for an RTO to adequatdly address regiond operationd and riability issues, the
Commisson gated in Order No. 2000 that, & aminimum, an RTO mugt have four characteridics (1)
independence from market participants; (2) gppropriate scope and configuretion; (3) operationd
authority over tranamisson fadlities within the region; and (4) exdusive authority to maintain short-term
rdichility. In addition, the RTO would be required to paform eight functions (1) desgn and
adminigter its own taiff; (2) manage congestion; (3) address pardld path flow; (4) serve as provider of
last resort of dl andillary services, (5) adminigter its own OAS'S and independently cdculate TTC and
ATC; (6) provide for objective monitoring of the marketsit operates or adminigers, (7) teke primary
respongihility for planning and expangon of tranamisson fadilities and (8) participetein interregiond
coordination of rdliability practices

Subsequent RTO-Rdated Actions

Subseguent to the submission of this compliance filing and ather pending RTO-relaed dockets
the Commisson has undertaken an acrossthe-board assessment of RTO development, the status of
numerous ongoing proceadingsinvolving RTO proposds, and the ongoing changes in the dectricity
marketplace snce the issuance of Order No. 2000. We a0 have undertaken severd procedurd steps
to obtain additiond informetion to assg usin moving forward with the devdopment of RTOs that will
mext the basic gods of the Federd Power Act. Al of these recent adtivities which are outlined below,
have hdped inform usin our resolution of the issuesin this docket.

Hrd, during the week of October 15 through 19, 2001, the Commisson hed apublic
conference on RTO issues, which condsted of 10 sessons on various topicsinvolving RTOs and the
need for dear, gopropriatdy Sandardized transmisson tariffs and market rules In addition, & the
October 24, 2001 Commisson mesdting, we conddered gatus reports on RTO effortsin various
regions of the country, induding the Midwest. On November 7, 2001, weissued an order which
provided generic guidance on the continued processing of RTO filings and, among other things, Sated
thet we intended to issue future orders addressing the pending filings and providing specific guidance

8|d. at 31,017.
9d. at n. 99.
101d. at 30,993-94.
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and time lines to continue progress within the various RTO regions™* On November 9, 2001, we
isued an order which recognized thet we must work dosdy with Sate commissonsto crestea
seamless national wholesale dectricity market and which stated our intent to creste Sate-federd
regiond RTO pandsto discussissues rdated to RTO status and deveopment. 22

With respect to the Midwest specificaly, on November 9, 2001, the Commisson sent aletter
to dl Midwes gate utility commissoners asking them to respond to pecific questionsinvolving RTO
development in the Midwest. In addition, on November 27, 2001, two of the Commissoners and
Commisson g&ff participated in an onthe-record Sate-federd RTO pand discusson on RTO issues
with Midwes gate utility

commissoners A transcript of the pand discussion was placed in the record in the above dockets.

Midwes State Commissons Responsss

On November 30, 2001 and December 3, 2001, various Sate utility commissonsfiled
responses to our letter dated November 9, 2001, concerning RTO formation in the Midwest to date ™
Bdow we will describe the comments received generdly inesmuch asthey rdaeto RTO dructurein
the Midwest and asto whether RTO deve opment (induding implementation of the IRCA) has been
sidactory to dae. Comments regarding other aress such as the possible sharing of functionswithina
hybrid RTO will be addressad in other, more gopropriate dockets.

Joint Commissons were unenimousin thar support for asngle RTO to adminiger the
trangmisson sysemin the Midwest. Joint Commissons argue that muitiple RTOs managed through

1 Hectricity Market Design and Structure, 97 FERC 161,146 (2001) (heresfter, "Rulemaking
on Sandard Market Design™).

L2Sgte-Federd Regiond RTO Pandls et d., 97 FERC 161,182 (2001).

13The gtate public utility commissions of Michigan, North Dakota, lowa, Arkansss,
Pennsylvania, Virginia, Wisconan, Oklahomaand Kentucky (Joint Commissons) filed ajoint reponse
Supplementd responses were dso individudly filed by the Michigan Commisson and the Wisconan
Commisson. Individud responses werefiled by the Missouri Commission, the West Virginia
Commission, the Arkansas Commission, the North Dakota Commisson, the Indiana Regulatory
Commisson (Indiana Commisson), the Public Utility Commisson of Ohio (Ohio Commission), the
Tennessee Regulatory Authority (TRA), the Kansas Corporaion Commisson (Kansas Commission),
the South Dakota Public Utility Commission and the Nebraska Power Review Board (Nebraska
Boad). Thelllinois Commerce Commission (Illinois Commission) filed two responses reflecting
differing views
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seams agreaments "[has not worked and will not work” in the Midwest. 24 For ingtance, Joint
Commissons argue thet little progress has been made to dete on implementing the IRCA agreament
between the Midwest 1SO and Alliance Companies, and that only the Midwes 1SO hasthe
infragtructure in place necessary to assume control over transmission fadilities™® Moreover, Joirt
Commissons contend thet the lack of independence in the Alliance Companies proposd aswdl asthe
pending merger between the Southvwest Power Pool and Midwest 13O have further complicated
implementation of the IRCA.*® Joint Commissions also cattion thet, while Appendix | of the Midwest
ISO agreement may provide a useful framework to begin to andyze how functions could be shared
under ahybrid RTO, such an gpproach should be evauated on a case-by-case bagsrather than in
generic determingtion.*’

Joint Commissions condude by detailing three areas of importance regarding Midwest RTO
devdopment. Fr4, they argue that the Commisson can advance Midwest RTO devd opment by
providing prompt guidance. Second, Joint Commissions indicate that the Commisson should direct its
resources to regions like the Midwest where thereisa"'[b]road regiond consensus among dae
regulators to move forward with asingle RTO.%8 Ladlly, they argue thet thereis aneed for an
advisory dructure to provide state regulators a permanent place, separate from other stakeholders
from which to oversee RTO developmett.

In their supplementa comments;, the Michigan Commission argues that careful atention needs
to be paid to the fact thet Internationa Trangmission Company hasfiled to leave Alliance Companies
and join the Midwest ISO. According to the Michigan Commisson, this creates serious operationa
and rdiability concerns which render "[g]n areedy problematic IRCA whally untengble to Michigan.'2®

The Indiana Commisson gates that it cannot participate due to a pending case beforeit.
Likewise, the Missouri Commission datesthet, due to apending casg, it cannot expressits view on the
number and boundaries of RTOsin the Midwest but notes thet over the past saverd years it "[h]as

14 Joint Commissons & 2.

15|_d.

16

=

17]d, at 10; see ds0, Missouri Commisson & 6-7.
18|d. at 14.

¥Michigan Commission a 2.
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worked toward promoting asingle RTO environment in the Midwest'?°

The West Virginia Commisson agress with the Joint Commissons thet a ssamless Midwest
region "[Jan be efficiently achieved through asingle RTO.?* However, while the West Virginia
Commisson agrees that there has been little progress to date in implementing the IRCA,, it believesthat
with, among ather things, guidance from the Commission it could possibly work 22

The Nebraska Board, TRA, the Kansas Commission and the Illinois Commission response
from Commissioners Harvill and Sauires dl support the call for asngle RTO in the Midwest?® The
lllinois Commission response from Commissioners Hurley and Kretschmer indicates that multiple RTOs
could be supported in the Midwes "[p]rovided thet there are seams agreementsin place to ensure the
smooth operation of the market."®* Findlly, the Ohio Commission sates thet, whileit desiresto
accommodate different RTO busness moddsin the Midwes, *[deamlessnessin the Midwest is our
priority."2®> The Ohio Commission bdievesthat the IRCA could provide a"meaningful” vehideto
accommodete different modds, but only after both consderable Commisson direction and atention by
the parties®® For ingtance, the Ohio Commission argues that much work needsto be donein the area
of adopting compatible sandards between the Midwest |SO and Alliance Companies. Asasolution,
the Ohio Commisson recommends thet the Commission require Alliance Companies to adopt the
Midwest 1SO's existing systemsin order to ensure standardization. ?’

["l. Natice of Hling and Interventions

Noatice of filing in Docket No. RT01-87-000, as amended in Docket No. RT01-87-001, was
published in the Federd Regidter, 66 Fed Reg 47,200 (2001), with comments, protests or interventions
due on or before September 21, 2001. Notices of the filingsin Docket Nos. ER02-106-000 and

20Mlissouri Commisson a 1-2.
21\West VirginiaCommission & 3.
22|d,

23NdyakaBoad a 2;: TRA a 2: Kansas Commisson at 1; lllinois Commission
(Commissonars Harvill and Squires) a 2.

2411linois Commission (Commissioners Hurley and Kretschmer) & 2.
250Ohio Commission a 1-2,
261d. at 2-3

27| g,
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ER02-108-000 were published in the Federd Regigter, 66 Fed. Reg. 54,001 and 54,002 (2001), with
comments, protests or interventions due on or before November 5, 2001. Mationsto intervene,
comments and protests were filed by the partiesligted in the gppendix. Pursuant to Rule 214 of the
Commisson's Rules of Practice and Procedure, 18 C.F.R. § 385.214 (2001), the timdy, unopposad
moationsto intervene and the natices of intervention by sate Commissons serve to make the intervenors
liged in the gppendix partiesto this proceading. Further, we find good cause to grant the mationsto
intervene out-of-time because they do nat prejudice any party or cause undue dday in the procesding.

Asds liged in the gppendix, various partiesfiled ansvers Although the Commisson's Rules
of Practice and Procedure normally do not permit answersto protests®® the answers help usto darify
catan isues therefore we will grant the motionsto file answers

V. RTO Characteridics

RTO Characterigic No. 1: Independence

The RTO must be independent of any market participant

1. Midwest |SO's Proposdl

Midwest |SO gatesthat its exiding governance sructure and decison-making process stisy
the Commission's independence reguirements. According to Midwest 1S0, its directors, officers, and
employees have no finandd interestsin, or filiation with, any market participant. Additiondly,
Midwest |SO daesthat itsboard is mede up of professondswho: (8) came from adate of
candidates selected by an independent search firm basad on cartain professond requirements such as
expertise in corporate leedership, finance, or enginearing; (b) were dected from among the
aforementioned date of candidates by the Midwest 1SO membership;?® and (c) have not served for the
last two years prior to, and may not sarve for two years fallowing, their tenure with the Midwest 1SO,
asdirectors, officers, or employees of any market participant or its affiliates. Midwest ISO addsthet its
board and management have independent decis or-meaking authority with repect to srategic and
operationd matters. The Midwest |SO dso datesthat it has independently raisad capitd to financeits
dart-up activities and has the independent right to amend the Midwest 1S0 Tariff.%° In addition,

2850 18 C.F.R. § 385.213(a)(2) (2001).

29| digible cusomers, as defined in the Midwest 190 Taiff, can become members of the
Midwes 1SO. Accordingly, the Midwest ISO membership indudes abroad range of market
participants and each member, irrespective of what type of market participant it is, may cast one vote.

30During the trangition period, unanimous gpprova of TOsis required before Midwest 1SO can
(continued...)
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Midwest ISO datesthat it has exclusive and independent control over recovery of its own codts,
subject to Commission goprova, making it finendaly saf-sufficient regarding on-going operaions

2. Intevenars Comments

WEPCO3! assarts that Midwest 1SO has met the Commission'sindependence requirements
WPH, on the other hand, argues that certain issues remain to be resolved. In thisregard, WPPI
objectsto the limitations on Midwest 1SO's ahility to make revisons afecting pricing or revenue
digribution, and supports modifying the Midwest ISO Agreament to provide Midwest 1SO with
exdudve authority to make section 205 filingsto modify raies. The lllinois Commerce Commisson
mekesagmilar point. Additionaly, Capine asserts that the continued existence of locd control areas
within the Midwest 1 SO region undermines the Midwest 1SO's ahility to meet the Commission's
independence requirements. Capine contends thet, despite assurances thet each local control areais
merdy implementing the red-time decisons of the RTO, these locd contral areaoperators will have
routine access to the competitive information of their competitors and, therefore, asngle 1SO-wide
control areawould beided. Cdpine recognizes that the voluntary formation process of the Midwest
I SO requires compromises to preserve scope and contends that Midwest SO can only meet the
independence requirements of Order No. 2000, while dill maintaining multiple control arees, by
requiring thet the locd control areas be operated by personnd who are independent of, and unaffiliated
with, the TOs

3. Discusson
Order No. 2000 establishes the following independence requirement:

The[RTO] must be independent of any market participant. The [RTO] mugt indlude,
as part of its demondration of independence, a demondration thet it metsthe
falowing: (i) The[RTQ], itsemployees, and any non-stakeholder directors must not
havefinandd interessin any market patiapant. (i) The [RTO] must have adedison
meking process that isindependent of control by any market participant or dass of
participants. (i) The [RTO] mus have exdusive and independent authority under
section 205 of the Federd Power Act . . . to propose rates, terms and condiitions of

30(_...continued)
meke revisons afecting pricing or revenue digribution.  After the trangtion period, three quarters of
TOsmud vote afirmetivey to dlow Midwest 1SO to make these types of revisons. All other Midwest
ISO Taiff rates terms, and conditions are subject to independent, unilaterd revison by the Midwest
1SO.

31See gppendix for list of aobreviations for Intervenors.
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trangmisson savice. . [

Additiondly, the Commisson's Regulaions require a compliance audit of the independence of the RTO
if market participants ether have an ownership interest inthe RTO or play ardlein the RTO's decison
meking process >3

Midwes ISO's exiding desgn stisfies the requirements of this cheracteridic quite wdl.
Midwest SO is Hf-financing and thus not owned by any market participant and Midwest ISO's Board
was Sructured to be independent of control by any market participant. However, while Midwest
ISO's Board has independent authority to make changesto itstariffs and market rulesin many arees, as
noted by intervenorsit does not have such independent authority with regard to matters that affect
pricing or revenue didribution.

Order No. 2000 requires that the Midwest |SO must have excusive and independent authority
under section 205 of the Federd Power Act to propose rates, terms and conditions of transmission
sarvice. However, we note that Order No. 2000 does reserve for TOs the independent right to make
section 205 filings to establish the payments that the RTO will meke to the TO for theuse of its
tranamission fadilities® Thus, while Order No. 2000 requires the RTO to have the exdusive authority
tofileits own rates, those rates would reflect, as codts, the revenue requirement accepted by the
Commisson for the TOs

Rather than follow this dua gpproach sanctioned by Order No. 2000, Midwest ISO and its
TOs have cregted asreamlined gpproach. Fird, Midwest ISO'srates are formulary, relying on FERC
Form No. 1 datato automaticaly cdculae Midwest 1SO's rates based on actud cost. Next, Midwest
SO and its TOs agreed to arevenue

distribution methodology based in part on revenue reguirement, in part on power flow impectsof a
transaction, and in part on location of load®

3218 C.F.R. § 35.34(j)(1) (2001).
3318 C.F.R. § 35.34(j)(1)(iv) (2001).
340rder No. 2000 at 31,075-76.

35Revenues for through and export point-to-point services will be distributed to TOs 50% on
the bads of rddive revenue reguirement and 50% on the bagis of power flow impacts on each sysem
thet amount to at leest 3% of thetotd transaction. Revenuesfor dl other transactions are distributed to
the TO in whose locd sarvice areathe loads are located.
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We agree with intervenors that TOs cannot be permitted to have veto privileges regarding
filingsthet affect pricing.® Accordingly, we will require the modification of the Midwest 1SO
Agreament to diminate the TOs veto privileges regarding pricing. However, we find that the TOs have
avdid right to protect themsdves againg potentidly unreasonable changes to the proposed revenue
digribution methodology, which ter dl only concarnsthe TOs, and we will permit them to mantain
thet right.

Regarding the competitive issue assodiated with the maintenance of multiple control arees, we
share Cdpings concern thet competitive informeation should not pass from transmisson employees of
the TOs to merchant function employees. We have hisoricaly rdlied upon standards of conduct to
prevent thistype of anti-competitive behavior and will continue to do so for now.3” Additiondlly, we
have required RTOs to monitor this situation.®®  If evidence arises which indiicates thet more stringent
contrals are needed, we will recongder thisfinding.

With the modification to the Midwest 1SO Agreament we discuss above, we find thet Midwest
I SO meets the independence requirements of Order No. 2000.

RTO Characteridic No. 20 Soope and Regiond Configuration

The RTO mudt sarve an appropriate region.

1. Midwest ISO's Proposd

Midwest 1SO dates that the current scope and configuration of the Midwest 1S0 is adequate
to comply with thisimportant RTO characteridic. Midwest SO poaintsto the indirect effects of the
Settlement thet helped to provide for the conditiona gpplication of severd new trangmisson-owning
membersto the Midwest ISO. Indiangpalis Power & Light, IndianaMunicipa Power Agency, Lincaln
Electric (Neb.) System, Minnesota Power, Otter Tall Power Company, Sunflower Electric Power
Corporation, and UtiliCorp United (induding Missouri Public Sarvice, &. Joseph Light & Power and
WestPlains Energy-Kansas) dl joined the Midwest 1SO by February 28, 2001. City Water, Light and
Power (Springfidd, 111.) joined soon thereefter. Montana-Dakota Utilities submitted an unconditiond
gpplication and joined the Midwest ISO on July 12, 2001. Manitoba Hydro, amember of MAPP and
a Canadian corporation, executed a Memorandum of Understanding ("MOU") with the Midwest ISO

36 Accord, Alliance Companies, 91 FERC 1 61,152 a 61,579 (2000) and 94 FERC {61,070
a 61,305 (2001).

37See eq., Order No. 888 at 31,655.
38See Order No. 2000 at 31,104.
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and jointly filed a Coordination Agreement. Exoept for Sunflower Electric Power Corporation, dl of
these condiitiond members have Snce removed dl of ther prior conditions and are now TOsinthe
Midwest 1SO.

Midwest 1SO dso notes that Dairyland Power Cooperative, Great River Energy, and Southern
Minnesota Municipa Power Agency dl submitted conditiond gpplicationsto join the Midwest 1SO as
TOson duly 18, 2001. Four utilities, MidAmerican Energy, Nelraska Public Power Didrict, Omaha
Public Power Didrrict, and Corn Bdt Power Cooperative have Sgned an MOU with two exising
Midwest ISO TOs, Alliant Energy and Xod Energy, and are planning the formation of TRANSLink,*°
as an independent transmission company (ITC) under Appendix | of the Midwest 1SO Agreement. In
addition, Midwes 1SO notesthet it is currently in membership discussons with additiond trangmisson
ownersin MAPP, induding the proponents of the Crescent Moon RTO (Northwestern Public Service,
Western Area Power Adminidration, Basin Electric Power Cooperdtive, Heartland Consumers Power
Didrict, Minnkota Power Cooperdive, and Saskatchewan Power Corporation). The addition of these
entities would complete the Midwest 1SO's western border.

The Midwest 1SO ds0 pointsto its pending purchase agreement to acquire subgtantidly dl of
the asstshdd by MAPPCOR in &. Paul, Minnesota. It Sates that the new additions of MAPP load
joining the Midwest 1SO will move the MAPP membership load up to 65%. With the Commisson's
approva in Docket No. ER01-479-000,*! Midwest 1S0 dtates thet it will dlose the transaction.

Applicants gate that Midwest 1SO and Southwest Power Podl Inc. (SPP) have circulaied a
draft term sheat for abusness combination. Negatiaions to document and define the transaction are
undeway. The combination with SPP offers a progpect for Sgnificant further improvement of the
Midwest ISO's scope and configuration as the RTO's southern seam continues to evolve.

Inits Augug 31, 2001 filing, Midwest 1SO notesthat, as currently configured, it would servea
region with apesk load of 53,000 MW, generding capacity of gpproximeately 59,000 MW, and over
62,000 miles of transmisson lines Midwes 130 dso notes that with the likely effiliation of
TRANSLIink ITC, the region would expand to indude a peek load of over 61,000 MW, doseto
68,000 MW of generation cgpecity, and 73,000 miles of tranamisson lines and the addition of Crescent
Moon RTO and the combination with SPP would increese these figures even further. If an RTO's
soope were judged purdy onitsSze, Midwest 1SO argues that it would stisy the requirement.

39Gee Docket No. ER02-325-000.

400N September 28, 2001, the TRANSLink participants filed for gpprova to operate asan
Appendix | participant in Midwest I1SO in Docket No. ER01-3154-000.

41The Commission approved the proposed changes in Docket No. ER01-479-000 as part of
Opinion No. 453.
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Midwest 1SO datestha, asis, it achieves areasonable scope. However, Midwest 1ISO
acknowledges that its physica configuration isnot ided on its eastern seam due to the intertwined
configuration and expangve common seams between Midwest |SO and the Alliance Companies. The
effectiveness of the Midwest 1SO's configuration, it thus argues, depends on timdy and effective
implementation of the IRCA. With thet implementation, Midwest 1SO datesthat the totd region
(Alliance Compeanies and Midwest 1SO) encompassed by the IRCA would indude 169,000 MW of
pesk load, 180,000 MW of generaion capacity, and 130,000 miles of trangmisson lines.

2. Intervenors Commeants

Some intervenors (eg., Competitive Codition, IEU-Ohio, WPH, and Duke Energy) argue thet
the Midwest 1SO does nat yet, and likely will not, stify the scope and configuration requirements of
Order No. 2000, becauseit is unlikdy thet the IRCA will be implemented successtully given the current
dynamicsin the Midwes. The redignment of transmisson owners between the Midwes 1SO and
Alliance Companies poses serious problems for the deve opment of asngle energy market for the
entire Midweg, given that the Alliance Companies and the Midwest 1SO are currently developing
Sparate and didinct markets To ensure consgtency with its rulingsin other regions of the country,
both |EU-Ohio and Duke Energy contend thet the Commission should find thet full, effective, and
prompt compliance with the IRCA represents the aosolute minimum means for Midwest 1SO and
Alliance Companies to comply with Order No. 2000's Scope and configuration characteristic and other
characteridics and functions. WPP! argues that the Midwest SO cannot Sngle-handedly ensurethe
success of the effort, and time will tdl whether Alliance Companieswill be ddle to iy the
Commisson'sindependence concerns and perform its end of the IRCA-implementation process.

Mirant Entities Suggest dternative avenues for addresang the issues associated with the
implementation of the IRCA that impect upon the Midwest |SO's scope and configuration. Mirant
Entities contends that Appendix | to the Midwest 1SO Agreement provides aframework withinwhich a
"Transco" may operate as a and-aone busness within the Midwest ISO. Appendix | offersan
avenue for resolving the issues created by the conflicting business plans of the Alliance Companies and
Midwest ISO. By joining the Midwest 1SO under Appendix |, the Alliance Compenies would solve
this problem, while dill dlowing the Alliance Companies the opportunity to pursue abusiness modd
thet permits them to maximize the return on ther tranamisson assts

Wisoonan Electric admits thet without proper implementation of the IRCA and devd opment of
adequate procedures and protocols, the Midwest ISO isnot ided. However, Wisconsn Electricis
supportive of the Midwest 1SO becoming operationd on the Sated target date of December 15, 2001.
Wiscondn Electric gates that Midwest 1SO should be granted the opportunity to continue its
development and gick to itstimeline

Internationd Trangmisson Company requests that, if the Commission finds thet the Midwest
ISO's scope and configuration is acceptable, the Commission darify that itsfinding iswith regpect to
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the Midwest 1SO induding Internationd Trangmisson Company as amembr.
4. Disusson

The Commisson finds that, Midwest 1SO has adequiate scope and configuration to meet the
requirements of Order No. 2000. Asindicated above, the Midwest 1SO has grown condderably over
the lagt severd months with the addition of Indiangpolis P& L, IMPA, Lincoln, Minnesota Power, Otter
Tall, UtiliCorp United, the City Water, Light and Power of Springfidd, [1I., Montana-Dakota Utilities
and Manitoba Hydro (through the above-referenced Coordination Agreement). In addition, ina
concurrently issued order in Docket No. ECO1 146-000, the Commission gpproves Interngtiond
Trangmisson Company's request to trandfer contra of itsfadlities to the Midwest ISO. The
conditiond gpplications for membership from Sunflower, Daryland, Greet River, and SVIMPA,
together with the TRANSLink proposd, and the acquistion of MAPPCOR promise to increese
Midwes 1SO's scope further in ashort period of time,

Additiondly, drcumstances have changed further sncethe Augudt 31, 2001 filing. Midwest
SO and SPP agread to merge their operations effective sometimein the first quarter of 2002. The
press release indicates that,* even without consideration of the IRCA, this merged entity would serve a
region encompassing dl or parts of 20 gates and one Canadian province and over 120,000 MW of
generaing capacity. The merger with SPP will Sgnificantly enhance the Midwest 1SO's scope and
configuration.

However, while we are stidfied that Midwest 1SO's expangon over the last severd months
dlowsit to meat the scope and configuration requirements of Order No. 2000, our finding today ina
concurrently issued order in Docket No. RT01-88-000, g d., in which we determine that the pulbdlic
interest is best sarved by asingle Midwest RTO (i.e,, Midwest 1S0) cregtes interim problems with
Midwest ISO's eestern seam. Specificdly, it crestes ahole in the Midwest SO and isolates Southern
lllinois Power Cooperdtive, Internaiona Transmisson Company, and Centrd llinois Light Company
from the other Midwest ISO members. By Midwest 1SO's own admission, this configuration isnot
ided. However, we have directed Alliance Companies to explore membership in the Midwest | SO,
and the successful integration of some or dl of these companies (particularly the llinois compenies) into
the Midwest 1SO would greatly enhance operationd fficiency in the Midwest market. Intheinterim,
Midwest ISO isdirected to explore ways to address the less then ided Stuation that will exigt prior to
the integration of the Alliance Companiesinto Midwest 1SO and to present recommendationsto the
Commission for congderation within 60 days

RTO Characterigic No. 3: Operaiond Authority

42This press release is available on Midwest |SO's website.
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The RTO must have operationd authority for al trangmisson under its cortrol.

1. Midwest |SO's Proposdl

Midwest ISO datesthat its proposal complies with the operationd authority provisons of
Order No. 2000. Midwest 1SO will have functiond control of dl networked tranamisson facilities
owned and operated a 100 kV or above. Midwest 1SO datesthat it will serve asthe security
coordinator for the trangmission sysems subject to its functiond contral and will dso have emergency
plans and procedures in place in the event of a sysem emergency. Asaresult of the Settlement
Agreement, there are provisons thet requiire the security coordingtion function and tranamisson loading
relief protocols to be coordinated between Midwest 1SO and Alliance Companies which indude an
ongoing exchange of security-related data between the two entities. Midwest 1SO notesthet in duly,
the Midwest ISO's Security Plan waas gpproved by the Operating Committee of the North American
Electric Rdigbility Coundil ("NERC").

2. Intevenors Comments

WPPI notes that Midwest 1SO's compliance with the Operationd Authority characterigtic will
depend not only on its &bility to coordinate respongbility therein, but aso on the currently-unspecified
division of regponsibilities between Midwest 1SO and any I TCs that may be formed

Cdpine argues that Midwest SO must darify the rdationship between locd control area
baanang authority and its own red-time redigpetch authority.

3. Discusson

Wefind that Midwest 1SO meets our requirements for operationa authority by virtue of its
functiond contral of tranamission fadilities and its authority to act as security coordinator for dl fadlities
under its functiondl contral. Theissue of what responghilitieswill ultimeatdy be shared by Midwest ISO
with ITCswill be dedit with in the pending Internationdl Transmisson Compeny and Trandink cases™
however, we-tartfy-thatwe will nat dlow asharing of responghilities that would hamper the
Commisson'sgods of cregting a seamless, competitive market place.

BWPPI aso raised a concern regarding the originally proposed transition period exclusion of
bundled retail load from the Tariff. Opinion No. 453, which issued after WPH! filed its commentsin
this case, addressed this concern and directed Midwest 1SO to place and provide dl load under the
Tariff. Accordingly, WPPI's concern has been addressed.

44See Docket Nos. ER01-3000-000, et al., for Internationa Transmission Company'sfiling
and ER01-3154-000, et d., for TRANSLink'sfiling.
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Regarding Capine's concern, as further discussed in the next section, as security coordinator
for dl fadlities under its functiond control, Midwest 1SO has superseding authority over dl actions of
the control area operatorsto the extent they affect regiond rdiability. Additiondly, as noted above,
Midwest 1SO recently filed its summiry of operating and emergency procedures. The Commisson
addreses that filing in the next section, however, our examinaion of thefiling did not reved any
informetion thet contradicts the idea that Midwest |SO's redigpetch will contral. Accordingly, we find
that, for gart-up purposes, the relationship between Midwest |SO's red-time redispatch authority and
the contral arees baanaing authority is aufficently deer.

RTO Characteridic No. 4: Short-Term Rdiability

The RTO mugt have exdusve authority for mantaining the short-term rdighility of the grid thet it
operates.

1. Midwest 1SO's Proposal

Midwest IO gatesthat it isin conformance with Order No. 2000's requirements regarding
short-term riability. Midwest 1SO has the exdusive autharity to recaive, confirm, and implement dl
interchange schedules and Midwest 1SO has the authority to order redioatch of any generator
connected to tranamisson fadilitiesit operates if necessary for the rdliable operation of these fadilities
Midwest ISO will have authority to gpprove and disgpprove dl requests for scheduled outages of
tranamisson fadilities to ensure thet the outages can be accommodated within established rdighility
dandards Midwest 1SO aso will honor and monitor compliance with rdigbility gandards esablished
by East Centrd Area Rdiability Coordination Agreement ("ECAR"), Mid-America Interconnected
Network ("MAIN") and MAPP.

2. Intervenors Commeants

Cdpine argues that because the local control area operators within the Midwest 1SO will be
respongble for managing locdlized congestion within thair metered boundaries, performing red-time
energy baanang, and regulaing resourcesinternd to their contral aress, Midwest ISO will nat have
exdudve authority over dl agpects of short-term rdiability. Calpine again assertsthat Midwest ISO
must operate asingle, 1SO-wide control area

3. Discusson

Whilelocd control area operators are respongble for certain control areafunctions, the
Midwest ISO Agreement provides Midwest | SO with superseding authority to ensure short-term
rdiability. For indance, Section [11(D) of Appendix E of the Midwest ISO Agreament providesthat, in
performing their control areafunctions, loca contral area operators shdl comply with the scheduling
indructions of the Midwest ISO. Smilarly, Section V(C)3 requiresindividua owners usars and
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control areasto comply with emergency actions ordered by Midwest 1SO for regiond security.
Through this hierarchica sructure the Midwest 1SO has dear authority over redigpetch for rdighility
purposes of generation connected to tranamission fadilitiesit operates and, therefore, meetsthe
requirements of this RTO characteridic.

4. Docket No. ER02-106-000

Midwest SO dates that the proposed summary is submitted to comply with Ordering
Paragraph N of the September 16 Order.*> According to Midwest 1SO, there are severa documents
that addressthe interrdated functions thet it performs. The proposed summary, Midwest | SO assarts,
covers three documents that make up the "heart” of its authority and cgpability to operate the sysem
and to respond to emergencies®® These three documentsare: (1) Midwest 1SO Volume 3.3,
"Interchange Scheduling Procedures’; (2) Midwest 1SO Volume 3.1, " Security Coordingtion Process
Manud"; and (3) "Congestion Management Procedures”

Interventions were filed by WEPCO and jointly by Capine and Duke Energy. WEPCO
generdly supports the proposed summary however, it asserts that more detailed procedures are
neaded for the actud implementation of the IRCA. WEPCO further cautions that Midwest |SO nesds
to develop procedures that baance the concarns of grid security while restricting the possibility of
Midwest | SO exerdsing excessve control over generating resources. Cdpine and Duke Energy jointly
object to the summary for lack of specificity.

Initsresponse, Midwest 1SO endorses WEPCO's concarns about baancing the equities of
meanaging the grid's security with the amount of control that Midwest ISO will have over the generating
resources. Midwest |SO assertsthat sufficient detall of the operating and emergency procedures has
been achieved to meet the projected Sart-up date and to permit participants and regulaory authorities
to "gan acomfort levd" in the ability of Midwest 130 to perform the functions entrusted to it.

However, Midwest 1SO commits to continuing to work with the Alliance Companies and dl Midwest
ISO paticpantsto fully implement the IRCA.  Accordingly, Midwest 13O disagrees with Cdpings and
Duke Energy's protest. Midwest ISO aso arguesthat it cannot provide spedificity asto how it would
unilateraly resolve conflicts between regions because only the Commisson can resolve conflicis where
asdigfactory accord cannot be reached by mutud consent. Additiondly, Midwest 1SO assarts that the
non-public aspect of its procedures relate to emergency response procedures thet are non-public

450rdering Paragraph N states:

The Midwest 1SO shdl file, no later than 60 days before the Trandfer Date, adetailed
summary of the Midwest 1SO's operating and emergency procedures as discussed in
the body of this order.

46Tranamittal Letter at 2.
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because they could ad terrorigs or others saeking to disrupt the Midwest grid. Findly, Midwes 1ISO
argues that this proposed summary isan informationd filing only, does not condtitute a section 205
submissor’, and therefore should be acoepted as baing in full compliance with the September 16
Order.

We will accept the proposed summery for filing and terminate the docket. The September 16
Order does not require the filing of Midwest 1SO's complete and unabridged operating procedures, as
goparently the intervenors desire®® Wefind thet thefiling of dl operating procedures would be unduly
burdensome; furthermore, the Commission does nat generdly review dl agpects of atrangmisson
operator's operating and emergency procedures unless there is ademondrated need. Our preiminary
review of the propased summary does not reved any defidendes and we are stiffied that Midwest
I SO has proceduresin place that should dlow it to perform itsduties. Indeed, the successul
completion of market trids confirms our view on thismatter. We note thet once operaions begin, if
customers condude thet certain Midwest SO procedures are harmful, they may file acomplaint
pursuant to section 206 of the FPA. %9

V. RTO Functions

RTO Function No. 1: Taiff Adminidration and Desgn

The RTO mugt adminiger its own tranamisson taiff and employ atranamisson pridng System thet will
promoate effident use and expangon of trangmnisson and genaaion fadlities

1. TheMidwes ISO's Proposd

4716 U.S.C. § 824d (1994).

48The September 16 Order stated:

Although we will not require the filing of al operating procedures, [citation omitted] we
believe it isimportant that the Midwest SO file with us a detailed summary of these
procedures, in sufficient detail for the Commission and customers to understand the
Midwest 1SO proposd, highlighting the Midwest ISO's operating authority, prior to the
Transfer Date. Since the scheduling function will be performed by both Transmisson
Owners and the 1 SO, it isimportant that the required summary description of
procedures provide detailed information as to how this function will be divided between
the two.

September 16 Order, 84 FERC at 62,159.

4916 U.S.C. § 824e (1994).
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The Midwes 1SO datesthet it will be the sole adminidrator of its own FERC-gpproved tariff
and it will be the entity with the sole authority to receive, evauate, and goprove or deny al requests for
tranamisson savice The Midwest 1SO datesthat it will dso have the authority to review and gpprove
requests for new generator interconnections.

2. Intevenars Comments

ABATE assrtsthat thefiling in theingtant proceading is deficient and should be rgected by the
Commission and the Midwest |SO should be required to make anew filing reflecting Internationd
Trangmisson Company's admittance into the Midwest 1SO. ABATE adds that the Midwest SO rates
are mideading and inaccurate because Internaiond Transmisson Company is scheduled to become a
part of Midwest SO but thus far has not done 0.

Basin Hlectric requests that the Commisson order mediation concerning the terms on which
tranamisson owners, such as Basn Electric, canjoin Midwest 1SO. Basn Electric Satesthet there are
numerous possible solutions, such as aswitch to postage Samp pricing, awaver of license plate rates
for tranamisson ownerswith agnificant amount of native load in contral aress outSde thair home
zone, and the sodidization, across dl Midwest 1SO customers, of the cost of dl new tranamisson
condruction.

Badn Electric datesthet it owns tranamisson fadlities in both the Eagern and Western
Interconnections and, in combinaion with Western Area Power Adminidration (WAPA) and
Heartland Consumers Power Didrict (Heartland), provides tranamisson sarvice over an integrated
sydem in the Eagtern Interconnection that would, if it were incorporated into Midwest 1SO, become
one rate zone under Midwest |ISO's zond rate Sructure (the Integrated System Zone). Basin Electric
indicates thet the cogt of thisintegrated system is currently recovered from both 1,400 MW of naive
load located on the integrated system and from 900 MW of native load located off of the integrated
system but il within the Eastern Interconnection.®®  Because of Midwest 1SO's current zond rate
gructure, Baan Electric datestha, if it joined the Midwest 1S0, the codts of the integrated sysem
would only be recovered from the 1,400 MW of native load within the Integrated Sysem Zone. Basin
Eecigllc contends that thiswould cause acogt shift among its native load customers of $40 million per
yedr.

S0Additionally, Basin Electric states that revenues from 300 MW of native load located in the
Western Interconnection are aso used to defray the costs of the integrated system.

SIAdditiondly, Basin Electric states that under Midwest 1SO its 300 MW of native load located
in the Western Interconnection would pay the "drive-out” average Midwest 1SO rate but only asmdl
(continued...)
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Basn Electric contends that this cogt shift will result in atranamisson rate increase, for loads
thet are located within the Integrated System Zone; from the current $3.09kW month to as much as
$6/kW month. Basn Hlectric damsthet this figure is more then four times higher then the average rate
for sarvice in Midwest | SO and more than eight times higher then the rates for srvice for some zonesin
Midwes 1SO and the Alliance Companies. Basn Eledtric contends thet the large rate differentid is
unjust and unressonable, and unduly discriminatory Snce mogt Midwest SO trangmission cusomers
will pay far lessfor tranamisson service than Baan Eledtric's native load cusomers will have to pay
even though they dl have rights to the same transmission sysem.

Badn Electric is dso concarned that the zond pricing methodology thet Midwest 1SO plansto
employ could result in cusomersin the Integrated Sysem Zone paying for condruction of fadllities thet
do nat provide any benfit to them. Basin Electric explains thet new generation will result in the
congruction of more tranamisson fadlities to serve out-of-zone customers, but those fadllities will be
paid for by increases in the rates of Integrated System Zone customers who would areedy face rates
far higher than other Midwest 1SO members rates.

Cdpine d o saeks mediation because, it argues, Midwest 1SO's proposal lacks sufficient detall.

3. Responses

Misouri River filed aregponse to Basn Electrics comments. Missouri River datesthet the
current retes of the integrated systemn, upon which Basin Electric rdiesto argue that joining Midwest
1SO would result in acost shift, are themsalves a issuein other procesdings®?  According to Missouri
River, the main reason for the ongoing digoute istheindusion in the integrated system tranamisson rate
of three long and expengve generator outlet lines owned by Basin Electric whose cogts Missouri River
dams, should instead be recovered through Basin Electric's generation rates>  Missouri River believes
thet if Baan Electric were required to dassfy these lines as generdtion-rdated and recover their cogts
through generation rates, asubgiantia portion of Basin Electric's cogt shift arguments would disgppesr.
Accordingly, aslong asthisissue remains unresolved by Commisson action in Docket Nos TX97-7-
000 and NJ©8-1-000, Missouri River fedsthat Basin Electric's concerns here cannot be acted upon.

51(...continued)
portion of the resultant revenue would be alocated back to the Integrated System Zone, thus causing
another codt shift.

52Cases are pending in Missouri Basin Municipal Power Agency v. Western Area Power
Adminigration, Docket No. TX97-7-000, and in WAPA's tariff filing in Docket No. NJ98-1-000.

S3Missouri River states that these outlet lines extend, without subsidiary load, severa hundred
miles from Basin Electric's generators to the WAPA backbone transmission system.
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4. Discusson

Wefind that Midwest ISO meets the requirements of this function. With the modification to the
Midwest 1SO Agreement ordered in the independence section above, Midwest ISO will be the sole
adminidrator of its own FERC-gpproved tariff. It will dso be the entity with the sole authority to
recaive, evauae, and goprove or deny dl requestsfor tranamisson sarvice. Findly, through its
Sandardized interconnection procedures, it will have the authority to review and goprove requests for
new generator interconnections™>*

Wewill deny ABATEs request to rgect thefiling. The concans of ABATE are off paint. The
ingant filing reflects the facts as they exiged when thefiling was mede. The later filing to incorporate
Internationa Trangmisson Company into the Midwest 130, which is being dedlt with concurrently,
addresses ABATE's concerns

Wewill deny Basin Electrics mation for medidion & thistime. While we commend Bagin
Blectrics desire to join Midwest 1SO, we are mindful thet the possible remedies aited by Basin Electric
may interfere with the Midwest ISO's ability to amdiorate aorupt cogt shiftsto other transmisson
owners. We dso note that Basin Electric's destription of the rate shift resulting from becoming a
Midwest 1SO member does not gppear to teke into account the effects of any trangtion period rate
adjusment to reflect logt revenues that Midwest |SO may adopt and does not take into account thet
our eventud findingsin Docket Nos. TX97-7-000 and NJB8-1-000 may undermine Basin Electric's
aguments here. FAndly, we note thet thisissue should be important only during the trangition period
which was origindly gpproved as ameans of minimizing aorupt cost shiftsin order to remove abarrier
to voluntary entry into broad regiond 1S0s>® Thisgod remains of importance to the Commission.
Accordingly, wewill not & thistime order mediation on thisissue

RTO Fundtion No. 2: Conoesion Management

The RTO must enaure the deve opment and operation of market mecheniams to manage transmission
congedion. The RTO mudt stisfy the market mechaniam requirement no later then one year dfter it
commencesinitid operation. However, it must have in place @ the time of initid operation an effective
protocol for managing congestion.

1. Midwest 1SO's Proposal

>4These procedures were filed in Docket No. ER01-3053-000 and accepted by order issued
November 7, 2001, Midwest Independent Transmission System Operator, Inc., 97 FERC 1 61,136
(2001).

SSeptember 16 Order at 62,167-8.
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Midwes 1SO's exiging congestion management methodology islargdy modded on the
redigoatch provisonsin the pro formatariff. All juristictiond generators on the Trangmisson System
are obligated to submit offer bids for redigpatch service. Midwest 1SO would be required to contract
for generation redigoetch in order to prevent curtallment of exiding firm sarvice obligaions, after dl
non-firm transactions contributing to the constrained conditions have dready been curtailed. The cost
of such redigoatch will be shared among dl load on apro-ratabeds. In addition, Midwest |SO would
fadilitate transmisson cgpeacity reassgnment and generation redigpatch, in order to meet new reguests
for firm sarvice, by pogting cgpadity reassgnment and redigpatch bids dectronicaly on ared-time
bass. Midwest ISO would identify generators that could increase or decrease thair output to rdieve a
condraint, determine the impact on ATC of these redipatch options, and aso post thisinformation
dectronicaly on ared-time bass. Requesters of sarvice could then execute bilaterd contracts for
cgpacity reessgnment or generation redigpatch in order to accommodate their requests.

The September 16 Order found that Midwest | SO’ s congestion management proposa
promoates greater efficiency than the gatus quo because it promotes grester use of generation
redigpetch rdive to curtallment and encourages regiond coordination. The Commission dso found
thet, becauseit is based on the pro formatariff, it should alow for rgpid implementation. However, the
Commission found that the proposd lacked aufficient detall and ordered Midwest ISO to file, no later
then 60 days prior to the Trander Date, revised tariff language specifying how redispatch bids will be
obtained and how redipatch cogts will be computed, aswell as additiond information regarding the
amount of capadity thet generators would be required to bid under different sysem conditions, therate
thet they would be dlowed to charge, and under what condiitions, if any, TLR would beused. In
addition, with respect to providing new firm sarvice, the Commisson expressad concarns regarding the
transaction codts associated with the proposd’s rdiance on bilateral contracts and directed the Midwest
ISO to evduae thisissue over thefirg eighteen months of operation and make recommendationsin the
evertt it becomes too cumbersome and costly.

The Midwest |SO bdievesthat its congestion management provisons arein technicd
compliance with the requirements of Order No. 2000 for Day One operations. However, it concedes
thet, while market-based, its Day One gpproach is not sufficiently dynamic to achieve the optimd long-
term effidendes envisoned under Order No. 2000. Accordingly, the Midwest ISO and its stakehol der
committees have sudied and evauated potentid long-term, or Day-Two, congestion management
olutions for the Midwest 130, and have arrived a the condusion that such asolution should be based
on a hybrid gpproach that incorporates the mogt desirable dements of both locationd margind pricing
(LMP) and physicd flowgate methodologies, while limiting the percaived problems found in each
methodology. Midwest ISO bdieves that there is ample time to solidify the hybrid gpproach within the
time frame required by the Commisson.

Midwest ISO a0 notes that the Settlement requires that certain activities assodiated with Day
One congestion management be coordinated between Midwest 13O and Alliance Companies Thee
reponghilitiesindude (1) jointly developing abulletin board where generator bids can be posted by
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mearket participants and generdtion shift factors are posted by the RTOs (2) identifying generatorson
both sdes of an interface that can Sgnificantly rdlieve congestion; and (3) coordinating reservations and
schedules that may impect the transmisson cgpecity of condrained interfaces Midwest ISO and the
Alliance Companies have agreed to an initid st of protocols and procedures for the coordination of
thair Day One Congestion Management mechaniams. A key dement of these protocals dlows for the
redigpatch of generation on the adjacent RTO's sysem in the event of a sysem contingency. Midwest
ISO reports that it and the Alliance Companies are discussing deveopment of bidding rulesthet will be
conggent between the two RTOs, o thet dl generators and loads are bidding into the same bulletin
board under the same rules

2. Intervenors Commeants

The Competitive Cadition argues that the Midwest 1SO and Alliance Companies, as currently
organized, have widdy different busnessmodds. For this reason, the Compeitive Codlition Sates thet
thereislack of acommon Energy Imbdance Market goproach and difficulties in exchanging operationd
and security related data between the Alliance Companies and Midwest ISO. Thelack of common
energy imbalance and congestion management markets will cregte artificd barriersto power tranders
according to the Competitive Codition, resulting in less effident usage of the grid, higher ddivered
prices, and potentialy greater need to rdy on TLRsrather than on economic redigpetch to mitigate
trangmission congestion.

IEU-Ohio dates that the lack of an independent decison-making body for the proposed
Alliance Companies continues to dday findization of aninitia congestion management protocal,
complete with pricing provisons and operationd detals, prior to the initid commencement dete of
Midwest 1SO. |EU-Ohio argues that Midwest |SO's satement that both entities are working towards
that god is not acogptable because of the Alliance Companies continued objection to establishing an
independent entity to make business decisons regarding Day One or market-based congestion
meanagement options, and the inevitable dday's assodated with designing and indaling software for
mearket-based congestion management. |EU-Ohio complains that the Cooperative Procedure and
Protocal 4 (Congestion Management) document is little more than a restatement of the IRCA's Day
One congestion management obligations. Therefore, IEU-Ohio dates thet the Commission mugt find
thet Midwest 1S0 does nat comply presently with the critical Order No. 2000 congestion management
function requirement.

AR&PA sxeks darification regarding Midwest ISO's characterization of its authority to order
redigoatch when necessary to maintain short-term rdicbility. AR&PA daesthat its underdanding is
thet such redigpatch authority would extend only to generation “in the pool” and not saf-supplied, on-
ste cusomer-owned (“indde the fence’) generation. Therefore, AR& PA saeks darification thet
Midwest ISO's redigpatch authority will continue to be ingpplicable to such generation.

WEPCO dates that the Midwest |SO Tariff does not adeguatdy explain how cusomers are
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charged for redigpatch or how redispatch providers are ultimately reambursed, and thet, therefore, these
agpects of the tariff require greater daboration and development. WEPCO submitsthet in order to
track cost-causation principles, certain redigpatch costs may be better suited to socidization over
subregions within Midwest 1SO while other redigpatch cogts should not be socidized a dl.

Cdpine assats that Midwest 1SO falsto stisfy the Order No. 2000 requirement thet each
RTO havein place & thetime of initid operation an effective protocal for managing congedtion. It
notes, for example, thet there is no provison for compensation for mandatory redigpatch. Capine
arguesthd, in order to support the deve opment of secondary markets, it isvitd that generators be
compensated at market-based rates for the cagpacity service requested through mandatory bidding.
Cdpinedso submitsthat cudd details remain missing concerning implentation of the IRCA provison
for redigpatch of generation on the adjacent RTO's sysem. Cdpine, therefore, requests that the
Commission require darification of each RTO' s dipatch authority on the adjacent RTO's sysem.

With repect to along-term congestion management plan for Midwest 1SO, Capine arguesthat
amodd that uses LMP and finendd rightsis superior to Midwest ISO's hybrid physcd rights/flowgete
congestion management plan. 1t submitsthat afinandd rights modd will result in more optimd
utilization of the tranamisson grid and more rgpid deveopment of a competitive liquid wholesdle
market. It requeststhat the Commisson require implementation of acongestion management modd
that usesfinandd rightsingteed of physicd rights, or at leest require Midwest 1O to judify why its
goproach is condgent with or superior to the indudiry’ s exigting best practices, aswas required of
GridSouth. Calpine dso requeststhet, in order to achieve timdy implementation of along-term
congestion management scheme, the Commisson etablish atimetable for details of such aplanto be
filed.

3. Discusson
For the reasons that we stated in the September 16 Order, we continue to bdieve thet the
Midwest ISO's proposed congestion management methodology is areasonableinitial goproach to
managing congestion and we find that it stifies the requirements of Order No. 2000 for Day 1
operation of an RTO.%®

Seved intevenorsrase 'seams’ is3ues concarning coordingtion of congestion management

®6\We note that on October 15, 2001, in Docket No. ER01-3142-002, Midwest 1SO filed a
revised Attachment K to the Midwest 1ISO OATT providing additiona detail related to actions that will
be taken to avoid curtallment of firm transmission service and summarizing procedures under which bids
will be obtained and redispatch costs will be established and recovered. We will ded with that filing in
a subsequent order. Accordingly, our determination here is based drictly on the information in this
proceeding.
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practices between the Midwest 1SO and Alliance Companies. Aswe discuss dsewherein this order,
in concurrent orders, we are directing the Alliance Companies to explore membership in Midwest ISO
through Appendix |. Intervenors concerns regarding "seams' are rendered premature by thet action.

WEPCO contends that the Midwest | SO tariff is undear asto how generators will be
compensated for regponding to redigpatch indructions of the Midwest 1SO or how redigpetch cogts will
be recovered. Those detallswill be attended to in Docket No. ER01-3142-002, filed after WEPCO's
September 21, 2001 commentsiin this docket. We find that Midwest |SO's congestion management
methodology is suffidently detalled in itstariff and procedures for now.

Wewill deny AR&PA'srequest for darification thet the Midwest 1SO's redigpatch authority to
maintain short-term rdighility does not extend to salf-supplied, on-Ste cusomer-owned (“insde the
fence’) generation. Order No. 2000 reguiresthat an RTO must have the right to order redispetch of
any generator connected to the tranamission sysem it operates, and we have gpproved Midwest ISO's
compliance with this requirement in the short-term rdigbility section above.

Fndly, regarding development of a supersading congestion management methodology thet will
utilize market mechanisms congstent with the requirements of Order No. 2000, we will direct Midwest
ISO to coordinate its Day Two congestion management efforts with our recently announced
Rulemaking on Standardized Market Design.>” We will consder whether thereis anesd to rdlax the
current requirement to implement a Day Two congestion management scheme within one year of dart-
up, as part of the Rulemaking on Standard Market Design.

RTO Function No. 3: Padld Path How

The RTO must develop and implement procedures to address parald path flow issues within its region
and with other retions. The RTO mug satidy this requirement with respect to coordination with other
regions no later then three years diter it commencesinitid operation.

1. Midwest ISO's Proposd

5" Therefore, asit continues with the development of its Day Two congestion management
methodology, Midwest |SO should be mindful of our god of reforming the open access tariffs to
standardize market design rules, as appropriate. In this regard, we urge Midwest 1SO to continue with
development of its Day Two congestion management methodology in every aspect, including software,
in asufficiently flexible manner so that any products developed may be readily adapted to incorporate
whatever sandard market design elements are ultimately adopted in the Rulemaking on Standardized
Market Design.
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Midwes |SO datesthat its current Sze and coordination with the Alliance Companies dlow it
to interndize mog, if nat dl, of the effects of pardld peth flow inits scheduling and pricing process. As
presently structured, and given the expected addition of many new trangmisson-owning entities
Midwest ISO bdievesit will interndize Sgnificant flow issues within its region and many of theloop
flowsthet exig in the Eastern Interconnection. Midwest |SO datesthat it has agreed with Alliance
Companies to address pardld path flow issues within the combined region. In thisregard, Midwest
|SO gatesthet the effects of pardld peath flow on rdiability can be greatly mitigated between
neighboring RTOs through coordination of ATC cdculaions, interchange schedules, and trangmission
saviceresavations. Midwes 1SO datesthet it has met with representatives of the Alliance
Companies and SPP in a collaboraive process to detall the data exchange requirements and
methodologies, data usage prindples, and coordination of methodologies necessary to caculae TTC
and ATC vaues for aseamless market interface across dl three entities® Midwest 1SO arguesthat
these efforts will mitigate the effects of pardld path flows within the Super Region.

2. Intervenors Commeants

[llinois Commerce Commisson notes that, by admisson of certain Midwest |SO TOs, Midwest
ISO's scope, as configured prior to the Settlement and thus prior to the announced merger with SPP,
would not resolve dl of the loop flow issuesin the Midwes. As destribed further in the section above
dedling with socope and configuration, severd intervenors note that Midwest 1SO's compliance with the
pardld path flow requirement is contingent on gppropriate implementation of the teems of the IRCA.
They note that such implementation has ether not been completed or is not proceading in away thet
resultsin compliance with the pardld peth flow requirements. For example, Competitive Codition, in
its supplementa comments, cites evidence that Midwest 1SO and Alliance Companies have adopted
subdantidly different moddsfor caculating ATC; agatic modd for Alliance Companiesand ared-
time, or dynamic, modd for Midwest 1SO.

3. Discusson

Asdiscussad in the scope and configuration section, we find thet Midwest 1SO's current scope
and configuration meet the requirements of Order No. 2000, induding an enhanced ability to address
pardld peh flow issues While we recognize thet the "hale" in Midwest 1SO's eestern seam discussed
in the scope and configuration section has temporary implications for Midwest ISO's aility to address
pardld peth flow issuesin thet area, we bdieve that our action, in concurrent orders, directing the
Alliance Companies to explore membership in Midwest 180 through Appendix | will utimeatdy
diminatethis concern. Accordingly, we find thet, with our interim directive in the scope and
configuration section, Midwest 1SO meets the requirements of this function.

58This statement was made prior to the announcement that Midwest 1SO and SPP had agreed
to merge.
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RTO Function No. 4. Andllary Savices

The RTO must sarve as aprovider of lagt resort of dl andillary services required by Order No. 888
and subsequent orders.

1. Midwest 1ISO's Proposd

Midwest |SO datesthat it will offer to provide dl andllary services as defined and required
under the Midwest 1SO Tariff and will serve asthe provider of last resort for dl andllary services
required by Order No. 838. Because the Midwest SO will not be acontrol areg, or own generation,
it datesthat itsrole as provider rather then sdler will be to secure anallary sarvices on behdf of
customers and pass payment for such sarvices directly to the supplying entity. Midwest |SO ates thet
cugomerswill have the option of saf-supplying or purchesing andllary sarvices from third parties. In
thisregard, Midwest 1SO gates thet it intends to involve independent third-party entitiesin the creation
of andllary service markets upon which both cusomers and the Midwest 1SO can draw. Midwest
ISO nates that one of the more prominent ancllary sarvicesis Energy Imbdance. Midwest 1SO dates
that under the IRCA, Midwest 1SO and Alliance Companies have agreed to cooperatein the
development of their individua imbaance markets, as reguired under Order No. 2000.

2. Intevenors Comments

Cdpine arguestha Midwest 1SO's proposdl is vague and requires darification and certain
modifications. Capine contends that, Ince Midwest | SO'sinterconnection agreement requires
generaorsto provide some andllary sarvices, Midwest 1SO should darify that these generators will be
agopropriatdy compensatied. Cdpine dso notes that Midwest 1SO retains the right to deny scheduling
of any request where the reguired andillary services have not been aranged. Capine fedsthet thisright
contradiicts the concept of being the provider of last resort and requests thet the Commission require
Midwest SO to automaticaly provide ancillary service to support atrangmission sarvice reguest, even
when not requested to do S0 by the tranamisson customer.

3. Discusson

Wefind that the Midwest 1 SO has satisfied the requirements of Order No. 2000 for ancillary
savices We view the Order No. 2000 requirement thet an RTO must fadilitete customer accessto a
red-time balanang market as distinct from the requirements of thisfunction. To the extent thet a
customer meetsits own baancing needs through such amarket, Midwest 13O will not have provided
the actud sarvice. Accordingly, we will address Midwest |SO's proposd regarding ared-time
baancing market in a separate section below.

In response to Cdpine, we find that the andillary service terms of Midwest 1SO's Tariff
(Section 1.3 and Schedules 1 through 6) provide ample specifiaity. In particular, they provide rates for
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andllary sarvices and, where the sarvice is generation-rdated, provide thet individud generators are
respongible for maintaining FERC-gpproved charges for providing andllary sarvices Wefind these
provisons reasonable.

In addition, we do not share Capine's concern about Midwest 1SO's right to deny scheduling
when necessary andllary sarvices have nat been aranged. We expect thet if atrangmission customer
Oetermines that a particular transaction must go through, it will take the necessary gepswith ather third
party providers, the Midwest 1SO, or acombination of both, to make sure the transaction will havethe
andllary support it nesds. While Midwest 1SO may deny scheduling when acustomer fallsto arange
for andllary sarvices, Midwest |SO mugt make these arrangements a the customer's request.

We nate that there will be one temporary exception to thisrule. On November 30, 2001, in
response to comments and protestsin Docket No. ER01-3142-002, Midwest 1SO requested a
temporary sugpension of the effective date when Midwest 1SO would begin providing the Energy
Imbaance and Inadvertent Interchange (Schedule 4) andllary sarvice. Intheinterim, Midwest 1SO
dated thet this service will be provided directly by the TOs under their exiding andllary sarvice
schedules. While that filing will be addressed in a separate order, we note here thet the Sated reason
for the sugpendon isto develop, through an indusive sakeholder process, arevised Schedule 4 which
will be more acceptable to Sakeholders. Since thisindusive stakeholder process will be temporary,
and snce cusomerswill have accessin the interim to the FERC-gpproved Schedule 4 sarvices of the
TOs wewill not dday RTO gpprovd for thisreason. Accordingly, we find that Midwest ISO's
proposal to bethe supplier of last resort for dl andillary services medts the requirements of this function.
However, Midwest 1SO's proposal does not require the RTO or the control area operators to procure
andllary sarvices & leest cost. Wewill require Midwest 1SO to amend its tariff to require thet andllary
services be provided or procured &t least codt.

RTO Function No. 5: OASS, Totd Transmisson Capability (TTC) ad
Available Trangmisson Capability (ATC)

The RTO mus be the Snale OAS S Ste adminidrator for dl tranamisson fadilities under its control and
independently calculae TTC and ATC.

1. Midwest 1SO's Proposal

Midwes 1SO datesthet it will bethe Sngle OASIS adminigrator for dl transmisson fadilities
under its control and will independently calculate TTC and ATC based upon informeation filed by each
TO regarding the physcd ratings of the TO'sfadllities Midwest |SO notes that in the September 16
Order, the Commission found thet the authority set forth in Appendix B atached to the Midwest 1SO
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Agreament was adequate to alow the Midwest SO to perform an independent verification of ATC
Midwest 1SO dso notesthat, in case of digoute, the September 16 Order found that Midwest 1SO's
Oetermination of ATC will govern pending the outcome of ADR procesdings

2. Intervenors Commeants

The Compeitive Codition argues that the lack of common energy imbaance and congestion
management markets between the Alliance Companies and the Midwest ISO will cregte artifica
bariersto power trandars The Competitive Codlition assarts thet thiswill cregte difficultiesin
exchanging operationa and security detawhich raises concerns about the ability to maintain system
security and pogt accurate ATC vaues, epedidly with regard to the Midwest ISO membersthet are
located within the boundaries of Alliance Companies and ECAR trangmisson ownersthet areisolated
to the Eagt.

Cdpine asztsthat Midwest SO will mantain its own OAS S separate from that operated by
the Alliance Companies, with each RTO separatdy cdeulaing ATC and TTC. While Midwest ISO
damsit will coordinate its OAS S operations with the Alliance Companies and will independently
verify the data supplied by the TOsin cdculaing ATC, Midwest SO has not yet filed with the
Commission the details on how these processes will occur. Calpine further asserts thet the maintenance
of two separate OAS'S nodes violates the One-Stop Shopping policy because trangmisson customers
in the Super-Region will be required to monitor two sparate OAS S Stesin order to resarve
tranamisson capecity.

3. Discusson

Order No. 2000 conduded that an RTO mugt be the Sngle OAS S ste adminigtrator for dl
transmisson fadilities under its control, mugt independently calculale ATC and TTC, and must basethe
cdculation of ATC vaues on data developed partidly or totaly by the RTO® The Midwest ISO
sidiesthe requirements of this RTO function. The Midwest ISO will bethesngle OASIS
adminigrator for al transmission fadlities under its control and will calculate TTC and ATC based on
information thet it independently verifies Asin the September 16 Order, we continue to find this
arrangement acogpteble. Additionaly, once actud operationd experience is gained, the independent
market monitor, discussad dsewherein this order, should be dile to detlermineif there are
insurmountable problems with this arrangement and, if nesded, we will revist theissue

59Gection V of Appendix B provides that the Midwest 1SO, in carrying ot its responsibilities,
shall use equipment ratings supplied by transmission owners and verified and accepted as appropriate
by the Midwest 1SO where such ratings affect Midwest 1SO rdidhility.

00rder No. 2000, at 31,144-45.
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Intervenors arguments revolve around the potentid problem of coordination with the Alliance
Companies. Given that we are, in concurrent orders, directing the Alliance Companiesto explore
membership in Midwest 1O through Appendix |, intervenors arguments require no further discusson
here.

RTO Function No. 6: Market Monitoring

To ensure that the RTO provides rdidble, effident and not unduly discriminaory trangmisson savice,
the RTO mus provide for objective monitoring of markets it operates or administersto identify market

design flaws market power abuses and opportunities for effidency improvements, and propose
appropriate actions,

1. Midwegt 1SO's Proposal

Midwest 1SO gates that Midwest ISO, Alliance Companies, and SPP, havejointly contracted
to utilize the same sarvice provider, Potomac Economics, to meat the market monitoring requirements
of Order No. 2000. Midwest SO dates that Potomac Economics has extengve exparience in this
fidd and has provided a draft independent market monitoring plan (Plan) to be refined through an open
gtakeholder process and then filed with this Commission 60 days prior to the operation dete of the
Midwest ISO. The Plan was subsequently filed on October 15, 2001, in Docket No. ER02-108-000.
Because the information submitted in that docket is germaneto our review here, we will addressthet
docket here aswll.

Midwest ISO's gpplication in Docket No. ER02-108-000 indicates that the tendered Plan
passad through arefining process that ind uded broad sakeholder participation under the guidance of
Potomec Economics. Midwest 1SO dates that one mgor issue, rdlated to the rdease of informetion by
the Independent Market Monitor ("IMM"), could not be resolved prior to filing.

The Flan cdlsfor the IMM to monitor the conduct of market participants, transmisson owners
and the participating RTOs (Midwest ISO, Alliance Companies, and SPP). TheIMM'sgod will beto
Oetect (1) attempts to exercise market power in the participating RTO's markets, as defined in the
plan,®! and (2) attempts to reduce the quantity or quality of transmission sarvicein the region. The
IMM will dso assessthe market rules and procedures that may affect the competitiveness or economic
effidency of the particdpating RTO's markets or services, and will assessthe operation, use, and
resulting congestion on the trangmisson system.

61The Plan states that the IMM will only monitor markets operated by the participating RTOs.
It will not generdly monitor bilateral energy or capacity markets, or private transmission rights not
administered, coordinated, or facilitated by the participating RTOs.
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TheFan cdlsfor the IMM to report its findings to the Commisson and othersin regular annud
reports, and to respond to specid requests for investigetions from the Commisson and others, subject
to the requirement thet informetion sharing will follow certain guiddinesto protect corfidentia
information. 1n addition, the Plan cdls for the cregtion of aMarket Monitoring Committee (MMC) to
sve asliason with the partidpating RTOs. Whilethe IMM will have authority to gather information
and make andyses and recommendations, it will not have authority to impose sanctions or pendties and
the Plan does nat indude any autometic mitigation meesures.

Midwest SO gatesthat it has chosen not to indude the Plan in the Midwest 1SO Tariff
because Midwest 1SO bdieves thet the Plan does nat define any trangmission or andllary sarvice
offered by Midwest SO nor establish aprice for any sarvice offered through the Midwest 1SO Tariff.

2. Intervenors Commeants

Some intervenors complain thet the IMM will not have authority to mitigate, sanction, or
pendize attivitiesin the wholesdle bulk power markets, imbaance markets, and andillary sarvices
markets where the IMM has found anti-compdtitive practices. Smilarly, they complain thet the IMM
has no authority to implement necessary rule changes thet could prevent or mitigete anti-competitive
practices To the extent that the IMM cannot act on its own, some intervenors bdieve that the RTO
should be given adeedline in which to act on the IMM's recommendations.

Someintervenors aso complain asto the frequency of the regular reportsissued by the IMM
and their content. For example, the Missouri Office of Public Counsd bdieves that the IMM should be
required to submit amonthly report detailing both bid prices from the month and corresponding
identities, in order to enhance the trangparency of competitive power markets

Sevad intervenors find fault with the concept or make-up of the MMC and request that it
ether be diminated or changed to reflect an independent and purdy adminigrativerole. For example,
Compeitive Codlition dates thet the MMC should be diminated snce Midwest SO and SPP are
merging, and thus the nead for any inditutiona coordinating committee isdiminated. Other intervenors
datethat, a the vary leadt, the Flan should provide more detall asto the daily interaction between the
IMM, the MMC, and other RTO <.

Some intervenors d <o dress that future changes to the Plan must be filed with the Commisson,
with adequate opportunity for public notice and comment.

Regarding the informetion requirements of the IMM, some intervenars are in favor of greater
protections for market participants, while others defend the need of the IMM to have full accessto
information. Regarding the protections on confidentia information sharing with regulaiors some
intervenors Sate that the Plan should contain a complete policy thet is not subject to the individud
informetion sharing palides of the partiapating RTOs  Smilarly, State Commissons recommend that
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the Commisson establish, to the extent possble, asandardized RTO information sharing palicy.

To the extent that the IMM paforms investigetions of individud parties some intervenors argue
thet the investigations should be confidentid.  Intervenors dso seek darification that the IMM will have
full authority to monitor ITCs

Fndly, lowa Utilities Board requests thet the Commisson convene aregiond coundl made up
of afected Sate commissons and other regulatory entities, in order to provide input into the decision+
meking process regarding market monitoring.

3. Response

Midwes 1SO responds thet the Plan is a step up from the market monitoring plansin existing
|SOs because it provides for monitoring of the RTOs aswell as other market participants. Midwest
|SO datesthat it wecomes thet scrutiny and will promptly implement meritorious recommendetions by
the IMM.

Midwest ISO does nat, a thistime, agree that the IMM should have independent authority to
impose sanctions or pendties but datesthat if red-time measures are shown to be necessary, the IMM
will beingrumenta in desgning them. Additiondly, Midwes 1SO datesthet it bdieves thet the IMM
should work with gppropriate Sate authorities to the extent thet it detects market impediments or
corrupting conduct thet iswithin the satels sphere of regulatory jurisdiction.

Midwest ISO dso defends the MMC as an gppropriate intermediary between the participating
RTOsand the IMM. Midwest 1SO argues that the MM C, as proposed, will serve asthe voice of
meanagement for the participating RTOs, and will thus ensure that eech RTO's gaff will respond to the
IMM with ahigh levd of support. Midwest 1SO commitsto ddlinedte the operations of the MMC
within the Midwest 130 in published business practices which shall be open to stakeholder input.

Regarding investigations of individud parties, Midwest | SO argues thet such investigations
should remain confidentid unless and until the IMM deve ops sufficient evidence of questionable
conduct to warrant arefarrd of the metter to the Commisson. At that point Midwest 1SO assarts that
bath the referrd and the resuilting Commission action should be public.

Regarding information sharing, Midwest 1SO dates thet the Plan provides for Sate regulatory
agency access to data gethered by the IMM and thet parties are free to address these provisons
through the Advisory Committee process

FHndly, regarding the data access requirements for the IMM, Midwest 1SO dates thet the IMM
will need unfettered access to information, subject to gopropriate confidentiadity provisons. Midwest
ISO bdieves that the data access requirements ddinegted in the Plan will meet this requirement.
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4. Discusson

Order No. 2000 requires market monitoring plansto be desgned to ensure thet thereis
objective informetion about the markets thet the RTO operates or administers and a vehide to propose
gppropriate action regarding any improvements needed, market design flaws, or market power.%? We
find that Midwest ISO's Plan generdly stisfies the Order No. 2000 requirements for thisfunction. Of
particular importance isthe fact thet the IMM can, a any time for informationd purposes, report its
unsoreened and undltered findings and recommendations directly to the Commisson.®® However, we
will direct Midwes 1SO to make cartain additiond filings as discussed beow.

Hrg, Midwest 1SO mugt submit for review its contract with Potomac Economics. Without
knowing the details of the contract we cannot be sure that the IMM istruly independent of the RTO.
For ingance, ance the IMM will be paid for its services pursuant to this contract, the Commisson must
be adle to sidy itsdf thet the terms of payment cannot result in ingppropriate incentives to find in favor
of the RTO when reviewing the RTO's conduct, market rules, and procedures. Thefact thet the RTO
itsdf isindependent from other market participants would not andiorate this concern.

Assuming that we are satisfied following review of the actud contract with Potomec
Economics thet the IMM will be truly independent, we find thet the Plan will provide objective
information about the markets that the RTO operates or administers and avehide to propose
gopropriate action regarding any improvements needed, market design flaws, or market power. We
note that the question of what markets the RTO should operate may have a different answver after the
completion of our Rulemaking on Standard Market Design. Accordingly, thisfinding is subject to the
outcome of that procesding.

In addition, we find thet proper protections should be in place before confidentia information is
shared and Sate commisson commentors gppear to agree that thisinformation must be protected. We
a0 note that the impending merger with SPP, and our concurrent orders directing Alliance Companies
to explore becoming members of Midwest 1SO, should result in Midwest 1SO'sinformetion sharing
procedures becoming the only such procedures that Midwestern sate regulators must contend with.

Of course, to the extent that our Rulemaking on Standard Market Design results in sandard information
sharing procedures for dl RTOs, Midwest 1SO's procedures may require further modification to
comply with the outcome of that procesding aswll.

®20rder No. 2000, at 31,156.

63See sections 1.4 and 4.3 of the Plan. To the extent that the IMM exercises this right, the
IMM should addressiitsfiling to the Secretary of the Commission in the above docket. All regularly
scheduled reports to the Commission should be filed with the Secretary aswell. The IMM may seek
confidentia trestment for the information filed.
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Sncethetarms of the Plan areintegrd to Midwest 1SO's continued compliance with the Order
No. 2000 requirements for this function, we find thet any proposed changes to the Plan must be
goproved by the Commisson. We will, therefore, require Midwest 1SO to refilethe Plan asa
properly formatted Attachment to the Midwest SO Tariff.5

Regarding intervenors arguments thet the IMM must have independent authority to assess
pendties or sanctions, Order No. 2000 sates thet pendties and sanctions may be appropriate for
cartain actions and any proposed sanctions or pendties must be dearly identified in the market
monitoring plan, aswell as the gpecific conduct to which they would be gpplied, the rationde to support
the sanctions and an explandtion asto how they would be gpplied®® Order No. 2000 did not,
however, require that the market monitor have the authority to impose pendities and sanctions®® Thus,
the Plan's proposd to authorize the IMM to make recommendations for corrective action is completey
condstent with Order No. 2000.

Additiondly, we see merit in intervenors argument thet Midwest SO should face adeedline for
addressng recommendations mede by the IMM. Midwest 10, inits response, agrees to promptly
implement meritorious recommendetions of the IMM, however, we bdieve that this commitment should
be grengthened with a deedline to dther agree to implement an IMM recommendation or explain why
it lacks merit. Implementation of any given market reform may require long lead times and we will nat,
a thistime, mandate uniform implementation deedlines. However, we will impose a deedline for
Midwest 10 to ether agree or disagreeto an IMM recommendation, of 45 days. Midwes ISOis
hereby directed to make this modification to the Plan before making the filing under section 205
directed above.

Fndly, inlight of the impending merger with SPP, and our concurrent orders directing Alliance
Companiesto explore becoming members of Midwest 1SO through Appendix |, we believe thet
Midwest ISO's commitment to publicly ddinegte the operaions of the MM C addresses intervenors
concernsinthisarea. Asaresult of these changed drcumgtances, the MMC will only represent the
management of one RTO and its procedures will be available for public scrutiny, comment, and
adjusment through Midwest 1SO's established processes, where necessary.

In Order No. 2000, the Commission did not prescribe a particular market monitoring plan, or
the spedific dements of such aplan, because market monitoring is evolving astrading markets are
cregted. The Commission provided for aflexible gpproach and noted thet different market monitoring

64See Order No. 614 for guidance on formatting requirements for filed tariff sheets.
®5Order No. 2000, at 31,156.

66See dso GridSouth, 94 FERC at 62,006.
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plans may be appropriate for different RTOs®’ In addition, the Commission stated thet it would
periodicaly assess the need for, and the degree of, market monitoring that should be done. Inthis
proceading, we accept Midwest 1SO's Flan with the understanding that the Commission will
periodicaly assess the need for, and degree of market monitoring; and hereby reserves our authority to
issue asupplementd order regarding market monitoring.

RTO Fundtion No. 7: Fanning and Expangon

The RTO must be respongble for planning and for directing or aranging necessary transmisson
expandons, additions and uparades that will engble it to provide efficient, reliable and non-
discriminatory transmission sarvice and coordinate such efforts with the appropriate ate authorities. |
the RTO is unable to Aidy this requirement when it commences operations it must file with the
Commission aplan with specified milestones that will ensure thet it meats this requirement no later then
three vears dfter initid operation.

1. Midwest ISO's Proposd

Midwest SO gatesthet it will play akey rdlewith overdl reponshility for coordineting
regiond tranamisson sysem planning and expangon through the terms of Appendix B of the Midwest
SO Agreement (Planning Framework). In addition, Midwest 1SO gates that Midwest ISO and
Alliance Companieswill cregte ajoint RTO planning committee with represantatives from both RTOs
The Joint Flanning Committee shdl be respongible for coordinating planning adtivitiesfor dl faalities
under the functiond contral of both Alliance Companies and Midwes 1SO. Midwest 1SO notesthet it
haes developed a Generator Interconnection Agreement thet islargdy conagtent with asmilar
agreement developed by Alliance Companies

2. Intervenors Commeants

WPP! argues that the Midwest 1SO's Flanning Framework does not meet the RTO
requirements and should be modified. WPPI assartsthat the TOs play too great arolein the proposed
Fanning Framework. For ingance, the Midwest 1SO will adhere to the TOs filed planning criteriaand
will make use of equipment cgpablity ratings provided by the TOs. WPPI bdieves that the Flanning
Framework should be transformed so that it isa"top down" process driven by the Midwest 1SO gaff
and Board. WPPI gaestha the TOs have too much power to block or delay the condruction of
nesded tranamisson fadlities usng the terms of the Agreement and digpute resolution. WP asserts
thet the Planning Framework failsto adopt an indusive and even-handed mechaniam for consdering
input of al gakeholders snce there arerights for affected TOs to participate on committees WPPI
arguesthat this violates the Commisson's expectation that al mearket participants will havethe

®7Order No. 2000 at 31,155-56.
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opportunity to participate in the planning process on the same foating as TOs and will be adleto
contribute Sudies and andyses.

Cdpine arguesthat asngle st of common planning protocols and procedures and acommon
interconnection agreement should exigt for both Midwest ISO and Alliance Companies

3. Discusson

With the modifications discussad bd ow, we find that Midwest 1SO's transmisson planning and
expansion provisions meet the Commission's requirements outlined in Order No. 2000. In PIM,®8 we
emphaszed that RTO regiond transmisson expangon plans must be more then a collection of
traditiond expangon plans developed by individud TOs and assembled by the RTO after confirming
thet they serve rdiability needs. Midwest |ISO's Flanning Framework provides that the Midwest 1SO
planning g&ff will deveop the regiond transmisson expangon plan conggtent with good utility practice
and basad upon: (1) trangmisson neadsidentified in fadlities dudies; (2) tranamisson nesdsidentified in
the TOs planning sudies; (3) tranamission obligations imposed by law; (4) inputs provided by the
Planning Advisory Committee®® and (5) inputs if any, provided by state regulatory authorities having
juridiction over any of the TOs. Thus, only two aspects of Midwest ISO's proposd require
modification in order to fully stify our RTO objectives

Hrg, the Planning Framework Satesthat the . . . .collaborative planning processis designed to
ensure the devd opment of the mogt effident and cog-effective tranamisson plan to meet the obligations
of the 1SO and the neads of the Sakeholders™ Although thisis an important objective, the focus of an
RTO regiond plan thet supports the development of acompetitive bulk power market must be broader.
Aswe noted in GridHlarida ll,”® planning protocols must fully explain how the RTO "wiill pursue
infrastructure investment thet will make generation markets more competitive™ This meansthet the
planning process should aso focus on identifying projects thet expand trading opportunities, better
integrate the grid, and dleviate congestion thet may enhance generator market power. It isnot
completdy dear that the Midwest 1SO planning processindudes as agod the fosering of competitive
markets Conssquently, we will direct Midwest 1SO to modify the Planning Framework to reflect thet
it will give full congderation to al market pergoectives, induding demand-Sde options, and identify
expangonsthat are ariticaly needed to support competition aswdl asrdiability nesds.

68pJM | nterconnection, L.L.C., 96 FERC 1 61,061 (2001) (PIM).

69The Planning Advisory Committee is made up of a cross section of the members of the
Advisory Committee as defined in Article Two, Section VI.(A) of the Midwest 1ISO Agreement. As
such, both committeesinclude a broad range of stakeholders.

"0GridFlorida LLC, 94 FERC 161,363 a 62,367 (2001) (GridFlaridall).
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Second, we find that the Planning Framework gppears to limit congtruction and ownership of
new tranamisson fadlities identified by the plan to TOsonly. Merchant tranamisson projects are only
possbleif the TOsin direct contact with the propasad project are finanddly incapable of carrying out
the condruction or would suffer demondrable financid harm from such condruction. Asin PIM, we
find thet the principle of third-party participation isimportant even though we recognize practica
obstades may prevent third parties from competing effectively with incumbent TOs & leegt inthe
short-run. For example, obtaining rights-of-way under eminent domain authority may not be possble
for somethird parties. Neverthdess, asin PIM, we find that our long term competitive gods are better
saved by RTO expandon plansthat dlow for third party participetion aswel as permit merchant
projects outdde the plan. Accordingly, Midwest 1SO mudt revise its Flanning Framework to mekeit
possiblefor third partiesto particpate in condructing and owning new tranamisson fadlitiesidentified
by the plan.

We do not agree with WPPI's argument that other sakeholders do not have the opportunity to
paticipate in the planning process on the same footing as TOs. As destribed above, the Planning
Framework vests primary planning respongihility on staff members of the Midwest 1SO, which this
order finds to be independent subject to conditions described in the Independence section of the order.
The Rlanning Framework aso provides thet the Midwest SO planning Saff will congder inputs both
from TOs and from athers, induding the Planning Advisory Committee which represents abroad range
of dakeholders Thus, the Planning Framework does provide dl interested parties an opportunity to
paticipate. At thispoint, we fed thet any atempt to broaden the stakeholder process beyond whet is
contemplated in the Planning Framework will risk creating a process too cumbersome to function

properly.

FHndly, Capines concern is rendered moat by the Commisson's concurrent order directing
Alliance Companiesto explore membership in Midwest 1SO through Appendix 1.

RTO Function No. 8: Interregiona Coordination

The RTO must ensure the intedration of rdliability practices within an interconnection and market
interface practices anong regions.

1. The Midwest 1ISO's Proposd

The Midwest 130 assertsthet it has been ingrumentd in inter-regiond coordination and thet
the IRCA confirmsthis assartion. The Midwest SO daesthat it has been aleeder in developing
severd white papers and has co-authored, with the representatives of the Alliance Companiesand
SPP, severd sets of procedures and protocols as required under the Settlement Agreement. These
subdantia technicd efforts have primarily focused on the dimination of the "seams' between the RTOs
Midwest SO contends thet the IRCA goes beyond the intent of inter-regiond coordination asit
reguires the Midwest 1SO and the Alliance Companiesto develop compatible protocols and



Docket Nos. RT01-87-000, €t d. -39-

procedures and addresses severd seamsissues. According to Midwest 1S0, this arrangement forces
the two dart-up RTOs to design compatible market gpproaches within the RTOs themsdves and not
just manage the differences a the seams as prescribed by the Commisson's Order No. 2000. While
sverd gakeholders would have preferred that the Midwest 1SO and Alliance Companies merge, the
IRCA dlows both business moddsto coexist Sde-by-gde. The Midwest 1SO is Seaedfadtly dedicated
to the devd opment of the compatible procedures and protocols and is working to continue to convert
these paper agreementsinto functiond redity upon the commencement of full-scae operationsin order
to meat the needs of market participants

2. Intevenars Comments

The Compeitive Codlition argues that the redlignment of transmission owners between the
Midwest SO and Alliance Companies poses serious problems for the development of asingle energy
mearket for the entire Midwes, given thet the Alliance Companies and the Midwest 1SO are currently
deve oping separate and didinct markets.

Mirant Entities contend thet Appendix | to the Midwest ISO Agresment provides aframework
inwhich an ITC may operate as a gand-done busnesswithin the Midwest 1SO. Mirant Entities
contend that Appendix | offers an avenue for resolving the issues creeted by the conflicting business
plans of the Alliance Companies and Midwest ISO. By joining the Midwest 1SO under Appendix |,
Mirant Entities and others contend that the Alliance Companies would solve this problem, while dill
dlowing the Alliance Companies the opportunity to pursue abusiness modd that permitsthem to
meaximize the return on their trangmisson asHs

3. Discusson

Order No. 2000 reguires an RTO to develop mechaniams to coordinate its activities with other
regions regardless of whether or not an RTO existsin these other regions.”® In addition, Order No.
2000 datesthat if it is not possble to coordinate mechanisms & the time an RTO proposd isfiled, the
RTO must propose reporting requirements, induding a schedule and provide follow-up details asto
how it is meeting the coordingtion requirements of this function.”” Additionally, in Order No. 2000-A,
the Commission noted thet we expect parties to utilize the collaborative process to discuss interregiond
coordination issues.”®

"2Order No. 2000, at 31,167.
2|d.

3Order No. 2000-A, at 31,382.
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Aswe explaned in GridSouth, " the interregiona coordination function of Order No. 2000 has
two agpects theintegration of rdiability practices and the integration of market interface practices.
With the impending merger with SPP promising to diminae Midwest |SO's southern seam, the main
ssamsissue remaning involves Alliance Companies. Thisis confirmed by intervenors comments on this
issue. Our concurrent order directing the Alliance Companies to explore membership in Midwest ISO
through Appendix | mekesthis ssamsissue moot aswel. Accordingly, we find thet Midwest ISO
meats the requirements of this function.

VI. Other Requirements of Order No. 2000

Open Architecture

Any propo to patidpate in an RTO must not contain any provison that would limit the capability of
the RTO to evalve in ways that would improveits efficdency, consstent with the required characteridtics
and required functionsfor an RTO.

1. Midwest 1SO's Proposal

Midwest |SO gatesthet its exising Taiff, agreaments, and other governing documents do not
limit the cgpatiility of the RTO to evolvein an effident manner. Midwest 1SO pointsto its adoption of
provisonsthet permit ITCsto operae within the framework of the Midwest ISO as one example of its
ability to evolve to embrace different busnessmodds. 1t aso pointsto the changesit has madein
order to permit members of MAPP to join as further evidence of its flexibility and open architecture.

2. Discusson

We nate thet Snce thetime of Midwest 1SO's compliance filings herein, Midwest 1SO has
mede additiond dridesin adapting itsdf to indude transmisson owners with varying busness modds
For ingance, Midwest 1SO has made changestto its governing documents thet alow tax exempt-
financed governmentd entities to join and has executed a cooperation agreement with a Canedian
provindd tranamisson owner which effectivdy expands the Midwest 1SO region beyond the U.S.
border to the benefit of dl concerned. We condlude thet the Midwest 1SO meets the requirements of
open achitecture in an exemplary manner.

Red-Time Bdance Maket

An RTO mug insure tha its transmisson cusomers have access to ared-time bdancing market that is
devd and operated by dther the RTO itsdf or another entity thet is not ffiliated with any market

494 FERC at 62,011.
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participent
1. Midwest 1SO Proposal

Midwest ISO's day-one proposal for ared-time balancing market is contained in Cooperative
Procedure and Pratocol 7 (CPP7) that was created by Midwest 1SO and Alliance Companies
congstent with the terms of the Settlement and IRCA.” In essence, CPP7 provides that customers
can avoid imbaance charges under Midwest 1SO's normd provison of andillary sarvices by saying “in
baance' through the use of bilaterd schedules arranged with third-party providers. Midwes 1SO
commitsto make avaladle a poding system where the buy and sdll quotes can be pogted. This, then,
would be the red-time balancing market. Midwest ISO'sgod isto have this poding system be
operated by an Independent Market Operator (IMO), but CPP7 indicates that the IMO may not be
avalable on day one

2. Discusson

Wefind thet this proposd can lead to ared-time baancing market that meets the requirements
of Order No. 2000 for an interim period. However, this condusion hinges on the remaining details of
the poding system proposa, such asthe nature of the IMO and the physicd and computationa
requirements of the pogting system that will form the market. Accordingly, we direct Midwest 1ISO
resolve and file the remaining details of this proposd S0 thet the posting system can become operationd
a the same time that Midwest 1 SO becomes operationd.

We note that neither the RTO nor the control area operators are required to use the Day One
posting sysem in providing red-time imbalance service. However, as noted earlier, Midwes 1SO
datesthat it and its Sakeholders are deveoping aDay Two proposd for congestion management
basad on red-time locationd pricing and other festures thet will Sgnificantly improve the efficency of
the marketsin the Midwest region. Midwest 1SO dso Sates thet the solution for red-time baancing is
dosdy tied to the long-term solution for dedling with congestion manegement. Therefore, we will
acoept Midwest 1S0O's podting system proposal for abdancing market for the interim, conditiond on its
commitment to fileaDay Two proposa for congestion management that will improve the effidency of
the markets in the Midwest region, induding the red-time imbalance energy market. To the extent thet
the outcome of the Rulemaking on Standard Market Design results in Sandardized requirements for
red-time imbaance markets, Midwest 1SO's proposd may need further modification a thet time,

"SCPP7 is publicly available on Midwest 1SO's website.
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The Commisson finds

Whilewe are granting RTO gatusto Midwest 1SO in today's order, we emphasize that
Midwest SO should continue working diligently to complete its announced merger with SPP and to
integrate the Alliance Companiesinto the Midwest 1SO in order to develop an RTO that truly
encompasses the naturd markets in the Midwest.

The Commisson ordars

(A) Theanswersto comments and protests listed in the appendix are hereby granted, as
discussed in the body of thisorder.

(B) Laefiled mationsto intervene are hereby granted and late-filed protests are hereby
granted for consderaion.

(© TheMidwes 1SO's compliancefiling is hereby accepted as discussed in the body of this
order, and the Midwest SO is hereby directed to submit additiond materid, as discussad in the body

of thisorder. Additionaly, Docket Nos. ER02-106-000 and ER02-108-000 are acoepted as
discussed in the body of this order and terminated.

By the Commission

Secretary.
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Motionsto I ntervene, Notices of I ntervention, Comments and Protests
Docket Nos. RT01-87-000 and RT01-87-001

Allegheny Energy Supply Co. LLC

Alliance Companies

American Forest and Pgper Assodiation (AR& PA)

American Tranamisson Co., LLC (ATCLLC)

Asodation of Busnesses Advocating Tariff Equdity (ABATE) (ABToo, Inc,, aLousana
Pecific Company; ATOFINA Chemicds Inc.,; BASF Corp.; The Budd Co.; Carill;
DamlerChryder Corp.; Eaton Corp.; Edward C. Levy Co.; Escanaba Pgper; aMead Co,;
Ford Motor Co.; Generd Motors Corp.; Marin Marietta Magnesa Specidties, Inc.; Nationd
Sted Corp.-Great Lakes Divison; Pharmacia& Upjohn Cal.; Quanex Corp.; and Stedcase,
Inc)

Basn Electric Power Cooperative(Basn Electric)

Cdpine Corporaion(Cdpine)

Centrd Illinais Light Company(CILCO)

CMS Marketing, Sarvices & Trading Co.

Codlition of Midwest Trangmisson Cusomers and Indudtrid Energy Usars-Ohio (CMTC and
[EU-Ohio, respectivey)

The Comptitive Codition (NRG Caos; Mirant Entities; Congtdlaion Cos;; PSEG Cos)
Congdlaion Companies

Consumers Energy Co.

Dairyland Power Cooperdive (Dairyland)

Detroit Edison Company

Duke Energy North America, LLC (DENA)

Dynegy Inc.

Dynegy Power Marketing Inc.

Edison Electric Indtitute

Edison Misson Companies

Electric Power Research Indtitute

Electric Power Supply Assodidion

Enron Power Marketing, Inc. (Enron)

HrstEnergy Corp.

Greet River Energy (Gredt River)

[llinois Commerce Commisson

lllinois Indugtrid Energy Consumers

Indianaand Michigan Muniapd Didributors Assodation

Indiana Municipd Power Agency (IMPA)

Indiana Office of Utility Consumer Counsdor
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31) Intenationd Trangmisson Company

32)  Michigan Public Service Commisson (Michigan PSC)

33) MidAmeican Energy Compary

34)  Mid-Atlantic Power Supply Associaion

35  Midwest Energy Inc.

36) Midwest ISO Trangmisson Owners

37)  Midwes Generdtion-EME, LLC

38)  Minnesota Department of Commerce and lowa Utilities Board

39)  Minnesota Power Company

40)  Mirant Entities (Mirant Americas Energy Marketing, LP., Mirant State Line Ventures, Inc,,
Mirant Neeneh, LLC, and Mirant Zedand, LLC)

41)  Missouri Public Service Commisson (Missouri PSC)

42)  Missouri River Energy Sarvices (Missouri River)

43)  Morgan Sanley Cgoitd Group Inc.

44)  Northern States Power Companies

45) NUCOR Sed

46)  Ohio Consumers Counsd

47)  Ohio Public Utilities Commisson (Ohio PUC)

48)  Oklahoma Corporation Commisson

49)  Ontario Independent Electricity Market Operator

50) PG&E Naiond Energy Group, Inc

51)  Public Interest Organizations

52)  Rdiant Energy Power Generdion, Inc

53) Sl Enargy Savices Company, LLC

54)  Sunflower Electric Power Corporation (Sunflower)

55)  TECO Power Services Corporaion

56)  Tractebd Companies

57)  Wabash Vdley Power Associaion

58)  Wedten Area Power Adminigration(\WWAPA)

59)  Williams Compeanies

60)  Wiscondn Electric Power Co. (WEPCO)

61)  Wisconan Public Power, Inc. (WPPI)

62)  Wisconan Public Service Corp. and Upper Peninsula Power Co.(WPSC/UPPCO)

Answers
1) Misour River Energy Sarvices (Misouri River)

Motionsto I ntervene, Notices of | ntervention, Comments and Protests
Docket No. ER02-106-000
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1) DENA

2) lllinois Commerce Commisson

3) Mirant Entities

4) Orion Power Midwest LP (Orion)

5) Rdiant Resources Inc.

6) Sunflower Electric Power Corporation (Sunflower)
7) WEPCO

8) WPSC/UPPCO

Answers
1) Midwes 1ISO
Motionsto I ntervene, Notices of | ntervention, Comments and Protests
Docket No. ER02-108-000
1) Arkansas PSC
2) Cdpine

3 CMTC and IEU-Ohio
4) Compeitive Codition

5) DENA

6) Edison Misson Companies

7) Enron

8) [llinois Commerce Commisson

9 Indiana Office of Utility Consumer Counsdor
10)  Indiana Utility Regulatory Commisson

11)  lowaUltilitiesBoad

12)  Joint Movants (NRG Companies, Conddlation Companies, Rdiant)
13) MadsonG&E

14)  Michigen PSC

15)  Minnesota Department of Commerce

16)  Mirant Entities

17)  Missouri Office of the Public Counsd

18)  Missouri PSC

190 Misoui River Energy Savices

20) NRG Companies

21)  Ohio Consumers Counsd

22)  Oklahoma Corporation Commisson

23)  Orion

24)  PSEG Companies
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25)  Public Sarvice Commisson of the Commonwedth of Kentucky

26)  Public Savice Commission of Wisconain

27)  PRublic Utilities Commisson of Ohio

28)  Sae Regulators (Arkansas PSC, Indiana URC, lowa Utils. Bd., Kentucky PSC, Michigan
PSC, Minnesota PSC, Missouri PSC, PUC Ohio)

29)  Sunflower

300 Wabash

31) WEPCO

32)  Williams Energy Marketing & Trading Company
33)  WPP

34)  WPSC/UPPCO

Answers

1)  Midwest1SO



